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Motorists: here's proof... 
Gulf’s cleaner-burning, super-refined gasoline : 

solves today’s No. 1 engine problem! 





é Laboratory tests promised.,, 


. these immediate and lasting benefits from 
this new, super-refined fuel : 


More complete engine protection than from th 
so-called “‘miracle-additive” gasolines. Why? Be. 
cause Gulf refines out the “dirty-burning tai 
end” of gasoline (the No. 1 troublemaker in 
high-compression engines)—and then treats this 
new Super-Refined NO-NOX to give it acom 
plete range of protective properties. It protects 
every part it touches against carbon, rust, gum, 





Extra gas mileage in all your everyday, short 
trip, stop-and-go driving. 


No knock, no pre-ignition. Why? Because the 
anti-knock power of new Gulf NO-NOX has 


a “S been stepped up to an all-time high. 
This lamp is buming the WE This lamp is burning 

"DIRTY-BURNING att f mm NEW SUPER-REFINED Stall-proof smoothness. Instant starts; too—and 
TAIL-END of gasoline GULF NO-NOX, the fast, fuel-saving warm-up. 


which GULF refines out | IB Cleaner-buming super-fuel That’s why new Super-Refined Gulf NO-NOK 
gives your engine more power-with-protedtt 
than you’ve ever known. 


Road tests proved... 


These cars, powered by New Gulf 
No-Nox, actually performed better than 
new... after 15,000 miles! 


True! After 15,000 miles per car—covering ll 
conditions of city and country driving=Gull 
test cars showed these results: 


e Higher-than-new horsepower! 
e Better-than-new on gasoline mileage! ¢ 


e And not a single trace of carbon knock orp 
ignition at any time—even on the steep 
mountain grades! 


COMPLETELY NEW! SUPER-REFINED 


New Gulf No-Nox 


THE HIGH-EFFICIENCY GASOLINE 








CLEO F. CRAIG 
President of the American Tele- 
phone and Telegraph Company. 
Started as an equipment man in 
St. Louis in 1913 at $15 a week, 
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JOHN A. GREENE 
President of The Ohio Bell Tele- 
phone Company. Started as a 
contract clerk in Chicago in 1914 

at $50 a month. 


FREDERICK R. KAPPEL 

President of the Western Elec- 

tric Company. Started as a 

@oundman in Minneapolis in 
1924 at $25 a week. 


DR. MERVIN J. KELLY 

President of the Bell Telephone 

~aboratories. Started as a phys- 

vist in New York in 1918 at 
$40 a week. 


JAMES B. MORRISON 
President of Chesapeake & Po- 
tomac Telephone Cos. Started 
aSengineering assistant in Wash- 
ston in 1925 at $27 a week. 
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ALLERTON F. BROOKS 
President of The Southern New 
England Telephone Co. Started 
as engineer’s assistant in New 


Haven in 1911 at $12 a week. 


HARRY S. HANNA 
President of the Indiana Bell 
Telephone Company. Started 
as an engineer in Cleveland in 


1922 at $57 a week. 


EDWIN M. CLARK 
President of the Southwestern 
Bell Telephone Company. 
Started as an installer in New 

York in 1923 at $30 a week. 


JOE E. HARRELL 
President of the New England 
Telephone and Telegraph Co. 
Started as a clerk in Atlanta in 

1913 at $14 a week. 


SANFORD B. COUSINS 
President of the Northwestern 
Bell Telephone Co. Started as 
a traffic student in New Yerk in 

1920 at $30 a week. 


WILLIAM A. HUGHES 
President of the New Jersey 
Bell Telephone Co. Started as 
a groundman in Kansas City, 
Mo., in 1917 at $60 a month. 


Up from the Ranks 


These are the presidents of the companies in the Bell 


System. They all started in the ranks. 


Seventeen years ago the Bell System first published 
an advertisement like this. But there is a big difference 
today. Every one of the faces is new. 


All of these presidents, like those before them, have had 


CLIFTON W. PHALEN 
President of the Michigan Bell 
Telephone Company. Started 
as a lineman in Syracuse in 

1928 at $30 a week. 


wide telephone experience—an average of 54 years in the 
Bell System and 18 years in upper management positions. 


The Bell System is an up-from-the-ranks business and it 
aims to keep the opportunity for advancement open to all. 


This has been true of the telephone business for many 
years and it is nowhere better illustrated than in the 
careers of the men who serve as presidents of Bell System 
companies. 


BELL TELEPHONE SYSTEM 


MARK R. SULLIVAN 
President of The Pacific Tele- 
phone and Telegraph Company. 
Started as a clerk in San Fran- 
cisco in 1912 at $50 a month. 


FRED J. TURNER 
President of the Southern Bell 
Telephone and Telegraph Co. 
Started as a clerk in Atlanta in 

1907 at $18 a month. 


WILFRED D. GILLEN 
President of The Bell Telephone 
Co. of Pennsylvania. Started as 
a clerk in Philadelphia in 1923 

at $27 a week. 


WILLIAM V. KAHLER 
President of the Illinois Bell 
Telephone Co. Started as an 
engineering assistant in New 


York in 1922 at $25 a week. 


WALTER K. KOCH 
President of Mountain States 
Telephone & Telegraph Co. 
Started as traffic student in Den- 

ver in 1923 at $100 a month. 


KEITH S. McHUGH 
President of the New York Tele- 
phone Company. Started as a 
clerk in New York in 1919 at 

$35 a week. 


CHARLES. E. WAMPLER 

President of the Wisconsin Tele- 

phone Company. Started as a 

traffic student in Chicago in 1929 
at $130 a month. 





Here’s a good “lesson” about ARTHRITIS... 


—— everyone knows the story of 
“The Wizard of Oz’* ... and how 
Dorothy, the little girl in this tale, met a 
man made of tin. 


As the story goes, the Tin Woodman, 
after a year of exposure in the forest, could 
not move because his joints were badly 
rusted. So, Dorothy oiled his joints. There- 
after, the Tin Woodman was able to jour- 
ney with Dorothy to see the wonderful 
Wizard of Oz. 


In a way, this fable points up some im- 
portant facts about the joints of the human 
body and the disease that often affects 
them—arthritis. Like the joints of the tin 
man, the body’s joints can also “rust” or 
become stiff over the years. However, with 
proper medical care, they can usually be 
kept flexible and workable in most cases 
despite arthritis. 


The most common type of arthritis... 


Chana rr, 
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called osteoarthritis . . . occurs in middle 
age and later life, probably because of wear 
and tear on the joints. While it usually does 
not lead to severe crippling, it may cause 
varying degrees of disability. Consequently, 
recurring aches and pains in and about any 
joint . . . as well as tenderness and stiffness 
of the joints . . . should never be dismissed 
as “a touch of rheumatism.” 


The second most common form of ar- 
thritis occurs most often in younger people. 
Known as rheumatoid arthritis, it is a seri- 
ous disorder that may involve all the joints. 
It can also be controlled in many cases 
when proper treatment is started early. 


There is as yet no cure for either osteo or 
rheumatoid arthritis. Doctors, however, 
have many effective treatments for reliev- 
ing pain and restoring joint function. 
Greater gains against arthritis will un- 
doubtedly be made as new methods of 
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es 
therapy are perfected. - 


Meantime, there are some safeguart 
that all of us can take to lessen the chances 
of developing arthritis or to control arthr- 
tis if it does occur. Among such precal- 
tionary measures are—keeping your weight 
down; maintaining good posture; getting 
enough rest and sleep and having periodic 
health and dental examinations. 


To control arthritis, see your dost? 
promptly whenever persistent symptoms 
occur in any joint, or when you feel “rl 
down.” Give him your complete coopera 
and always rely on the individualized 
ment he prescribes. So-called “sure cures’ 
generally provide only temporary relief. 


Today, when proper treatment is 00h 
tinued persistently, at least 70 percent of 
all arthritis patients are spared serious dis 
ability and returned to reasonably good 
health. 


* Copr. Bobbs-Merrill Co., Inc., Publishers 


Metropolitan Life Insurance Co. 
1 Madison Ave., New York 10, N. Y. 


Please mail me a copy of 


your booklet. 1054-F. 
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Oil (banana variety ) 


OnE autumn night in 1881, by his 
own account, there appeared to Dr. 
Harry Crane, of Scio (N.Y.) the 
spirit of a long-dead Indian maiden. 
Though ectoplasmic, the disem- 
bodied young lady had her eye firm- 
ly on the main chance. To strike 
oil, she advised the doctor, take an 
option on the nearby Appleby farm. 
The doctor, an admirer of Sir Ar- 
thur Conan Doyle, hastened to com- 
ply. Down, down he drilled, with a 
slowly sinking heart, until he 
reached 1,500 feet. Alas, like many 
women in such matters, the spirit- 
lady had been a bit less than pre- 
cise. Crane found nothing more val- 
uable than a stream of mineral water. 

Astral Investing. Forses, however, 
hastens to comfort believers and 
half-believers in the occult: some 
years later a producing well actually 
was brought in, a bare 800 yards 
from the doctor’s hole. Thus was the 
doctor’s dilemma far from discourag- 
ing other New York Staters of the 
era from entrusting their hopes and 
savings to wizards, spirit voices, 
diviners and dream visions.* 

With such advisers it is hardly 
surprising that only a small propor- 
tion of the oil-struck actually prof- 
ited from the industry’s fabulous 
growth. For, even today many mis- 
guided investors have not yet 
learned this lesson of looking care- 
fully before investing. Witness the 
8,000 New Yorkers who “invested” 
a cool $5 million in a Canadian oil 
venture that Attorney General Na- 
thaniel Goldstein last month charged 
was a swindle. 

This shaken venture brings to 
mind the luckless citizens of Bolivar 
*Recounted in “Empire Oil” by John 
P. Herrick, Dodd, Mead & Co., 1949. 


(N. Y.). In the early 1880s, on the 
soothsaying of a strange, long- 
bearded German astrologer, they 
began furiously drilling up and 
down their countryside. To grumbles 
about dry holes, the star-reader 
simply sneered: “Of course. You 
haven't drilled deep enough.” By 
the time their patience gave out the 
astral adviser had quietly slipped 
away. 

Information First. Forses, firmly 
believing that an intelligent investor 
equipped with the facts can avoid 
such mishaps, digs deep into in- 
dustry for what lies beyond the cold 
figures and vague generalities of 
many annual reports. So when the 
editors took on the world-sprawling, 
complex oil industry there were no 
half measures. The editors (to para- 
phrase what a critic once said about 
a famed German novelist) dived 
deep and came up oil-coated. One 
editor, for example, entangled in the 
molecular complexities of petro- 
chemicals, immersed himself in Ed- 
dington’s “The Nature of the Physi- 
cal World.” Another was charged 
with surveying the multi-billion-dol- 
lar foreign investments of the oil 
companies; among other things he 
found himself involved with the 
customs of the many-wived sheikhs 
of sandy Araby. More on the beaten 
track but with equal zeal other 
ForBes writers lunched with board 
chairmen, inspected refineries in the 
sweltering Louisiana bayou country 
and chatted with overalled wild- 
catters. 

On the following pages is refined 
into high octane information the 
barrels of raw facts they dredged 
up. Fores oil-steeped editors hope 
it will help wash the ouija board 
cut of investors’ hair. 





NEXT ISSUE 


Pop & Profits. Soft drink bottlers, whose sales once fizzed in the summertime but 
went flat in cold weather, now find that thirst knows no season. In the next issue, 
Forses takes a look at the rising fortunes of Coca-Cola, Pepsi-Cola, Canada Dry, 


Nehi and Dr. Pepper. 


Forses, 80 Fifth Avenue, New York 11, N. Y. 


I enclose: ()$5 for 1 year of Forses, (1) $10 for 3 years. 


Single Copy, 35¢ 


10-1 


Canada $1 a year extra, Pan-American $2 a year extra, Foreign $5 extra. 











READERS SAY 





Uranium Strike 


The last paragraph of your article on 
uranium (Forses, Sept. 1) raises such 
interesting possibilities that it seems an 
article on other wonder metals (e.g., thori- 
um and lithium) would be a proper 
sequel. In this miraculous age of the fast 
change, I might add, Forses is a most 
accurate and authoritative medium for 
keeping up to date. —E. F. Powe.1, 

Ft. Lauderdale, Fla. 


Underwood Understatement 


In comparing the financial statements of 

. . . office equipment companies (ForsEs, 
August 15), I am unable to arrive at the 
figures which you published. . . . For ex- 
ample, Underwood Corp. in 1953 had net 
earnings of $1.13 per share . . . dividend 
payout was $2.50 per share. This would 
be 220% of earnings.... —T. A. SELocIE, 
Glenview, IIl. 


Reader Selogie caught Forses’ calcula- 
tors punching the wrong keys. Last. year 
Underwood did indeed pay out more in 
dividends than it earned and not, as re- 
ported, only 45.2% of earnings. Forses 
also erred in putting Underwood's 1953 


return on book value at 4.8% (it should 
have been only 2.2%) and its five-year 
profit margin at 2.5% (which should have 
read 10.1%).—Eb. 


But Is It English? 


The fact that I continue to subscribe to 
Forses is evidence of my opinion of its 
worth. [But] trying to get the meaning 
from your reports is a nuisance—verbs used 
as nouns and vice versa—to say nothing of 
halting figures and obscure allusions. I bet 
your writers could write English if they 
tried. —ALBERTINE NASH, 

Tiburon, Calif. 


There is one unique feature about your 
magazine. It is printed in the English 
language. . . . —Jack RatuiFF, 

Eldorado, Tex. 


Forses’ verb-turning, figure-halting, al- 
lusion-obscuring editors are still trying.— 
Ep. 


Five & Dime Deviationist 


Your retailing story on the five and dime 
variety chain  store’s gloomy picture 


(Fores, Sept. 7) remarks that in pushing 








VV) Service...in all sizes! 


That’s just about what our business comes down to. 
One of our customers—a long-time investor—wants 
very little. 


All he asks for is fast and accurate execution of any 
orders he may place .. . feels that we earn our com- 
mission by providing the personnel and facilities re- 
quired to supply the speed and efficiency he demands. 

But we have other customers, too. 

People who call a dozen times a day for quotes, 
news, guidance ... 

People who like us to collect their dividends, clip 
their coupons, keep all their certificates safe . . . 

People investing for the first time, who want all 
the help they can get, who read all of our booklets 
on basic fundamentals, everything we print on par- 
ticular stocks, and who never buy or sell before a 
talk with us -first. 

We don’t know what size service you take, of course. 

We do know you can find it at Merrill Lynch. 

And from current facts about particular stocks, to 
a thoroughly objective analysis of all those you own, 
there’s no charge, no obligation of any kind. 


Customer or not, just write to— 
Wa ter A. SCHOLL, Department SD-64 


MERRILL LYNCH, PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 106 Cities 








interested in buying stocks on a “’pay-as-you-go” basis? 
Ask for our free booklet on the Monthly Investment Plan. 





into higher ticket items, the variety chains 
have run smack into stern competition 
from well established merchants. Did no 
the well established merchants reach their 
position through consistent name brand 
and price advertising and sales promo. 
tions? Maybe the variety chain heads wil 
learn that a red front isn’t sufficient to 
get the traffic which goes right next door 
to stores which use newspaper advertising 
space. —JAMEs R. Younc, Associate Editor, 

Anderson (S.C. ) Independent-Tribune, 


Turnabout 


Congratulations on your lively and in. 
teresting article on air conditioning in you 
July 15 issue. There is, however, one error 
which is in sharp contrast with the general 
accuracy of the article. In effect, you say: 
“Fedders-Quigan also produces private 
label units under contract for Remington 
Corp.” Actually, Fedders has been build- 
ing no Remington units for over a year, 
and since last December we have been in 
production on certain sizes they formerly 
made for us here in cur own plant in 
Auburn. Actually, the shoe is on the other 
foot: for several years, including 195, 
Remington has been building two console 
models for Fedders-Quigan, on a private 
label contract basis. Remington, as prob- 
ably the country’s largest producer of con- 
sole type room air conditioners, also builds 
them under contract for RCA and others. 

—HeErRBERT L. Lause, President, 
Remington Corp., 

Air Conditioning Division, 
Auburn, N. Y. 


No Room, No Room 


In 1950, our country’s population was 
150,697,361; now it’s about 163,000,000. 
At that rate, the U.S. will soon be as over- 
populated as Panama, where . . . as mally 
as 20 persons occupy a single room, sleep- 
ing in relays. One out of every five Ametri- 
can families now live in dilapidated homes, 
10,000,000 of which are beyond repait 
and have to be torn down. With 5,000,00 
already unemployed, do we need any more 
immigrants? Wake up, Americans! 

—Neva Howav), 
Bellaire, 0. 


“But,” said Alice, “there’s plenty 
room.” —Ep. 


Blame It On Brooks Brothers 


For some time, I have been doing 4 
small amount of business with [a Cleve 
land brokerage firm], always by phone 
mail. Recently, with time on my 
stopped in to meet and say hello to 
unseen friend. I felt I had built up rathe 
sound connections due to past dealings 
[but] I was to be disappointed. He * 
formed me that G.E. was expected to split 
.. . On further questioning on the mets 
of various issues, his information was & 
actly zero. Finally he excused himself a 
went out for his noon-hour lunch-he 4 
not even ask me to join him for a Cup 
coffee (his grandmother, like mine, mus 
have been Scotch, too). I wear B 
Brothers clothes—maybe he disliked 
three-button sack. —L. B. Couems 
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Tae U.S. economy last month refused 
to behave either like a good Democrat 
or a good Republican. Anxious to pin 
the “depression party” label on the 
Eisenhower Administration, the Demo- 
crats were reduced to magnifying what- 
ever evidence they could dredge up. 
As for the Republicans, many of them 
were hoping for an_ eve-of-the-polls 
boomlet to embellish the record of Ike’s 
economic program. It, too, was hard 
to find. 

The third quarter, meanwhile, drew 
hesitatingly to a close. If optimists 
back-slapped a little less heartily, pessi- 
mists put less gloom in their “I-told- 
you-sos.” The stock market apparently 
was equally undecided. Early in the 
month the Dow-Jones industrials cul- 
minated a high-pressure, 12-month, 
100-point rise by backing down 19 
points (5%) in seven sessions. As the 
decline was on fairly heavy volume, 
some Wall Streeters talked about an 
interim reaction, perhaps to 300. The 
market promptly confounded them by 
tuning right around and sailing to a 
new high. 

Pump-priming, Ike-style. The Admin- 
istration continued to walk right down 
the center of the economic road. While 
steering clear of Roosevelt-style pump- 
priming, Ike’s planners went about like 
solicitous mother hens, with a nudge 
here and a prod there for industries 
that lagged behind the generally still- 
vigorous business currents. Such a 
straggler was the railway equipment in- 
dustry. To boost it along, the Adminis- 
tration handed half of a $20 million 
locomotives-for-India order to Baldwin- 
Lima-Hamilton. Normally the whole 
order would have gone to lower-bid- 
ding foreign firms. Other Administra- 
tion help frequently dovetailed with 
defense needs: Ike ordered the govern- 
ment to step up emergency stockpiling 
of lead and zine, the prices of which 
had been sagging under top-heavy in- 
ventories. There were even those who 
wanted to stretch the defense-inventory 
concept to other industries—there was, 
for example, talk at month’s end of 

stockpiling” railway rolling stock. 

Streamlines & Trendlines. But busi- 
nessmen knew well that real evidence 
of economic resiliency would have to 
continue to come from the wellsprings 
of private industry. Thus, like a bird 
watcher alert for the first robin of 
‘pring, knowledgeable businessmen 
watched for strength in two crucial 
‘pots: Detroit and Pittsburgh. Though 
the bedrock steel and auto industries 
were now sprawling across much of the 
US.’s 2,974,726 land miles, these two 





























































































































October 1, 1954 


big midwestern cities are still their 
nerve centers. 

Detroit, temporarily, was on the 
blocks for the annual model changes. 
Big Chrysler, especially, was undergo- 
ing a thorough overhaul after its un- 
exciting, stolid models had collided 
head on with consumer preference for 
futuristic gingerbread. In the model 
change-over Chrysler had laid off 34,- 
000 workers, making a total of 124,000 
layoffs since the June, 1953, peak. But 


so high were the Chrysler Corpora- 
tion’s hopes for its shiny, new models 
(its highest-priced Chrysler line will be 
unveiled for the press early this month) 
that it was talking of hiring 64,000 ad- 
ditional men by mid-November in the 
Detroit area. 

Even in spotty Detroit, however, the 
overall picture gave little comfort to the 
louder calamity-howlers. The auto capi- 
tal announced it had rolled out its 4- 
millionth car last month, reaching that 
impressive figure just one month later 
than in 1953. 

Steel & Stores. Some 205-air-line- 
miles away in Pittsburgh, steelmen 
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The New Oil 
That Saves Gasoline 




















New All-Season 
Motor Oil Gives 


HIGHEST 
OCTANE 


PERFORMANCE 


- +» AND UP TO 40 MORE MILES PER TANKFUL OF GASOLINE 


The extra gasoline mileage you get with new VEEDOL 10-30 adds 
up to big savings in business transportation. The lower fluid friction 
that stretches gasoline mileage also means quicker starts, less warm-up 
stalling, longer battery life. And you get Highest Octane Performance 
because VEEDOL 10-30 is practically free of carbon-forming ele- 
ments . . . keeps down to a minimum the octane-robbing carbon 
deposits which ordinary oils build up in the combustion chamber. 
Extra High Detergency VEEDOL 10-30 keeps engines cleaner, too 
... extends engine life. Let us show you how you can cut gasoline and 
maintenance costs with new Veedol 10-30 Motor Oil. 
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“Oh, no-not again!” 


“Well—!!XX?%$#! I stick 
around half the night to get 
these estimates finished and 
mailed ...and now look! Just a 
few torn stamps. Why does 
it always happen to me?” 


@ It needn’t! Now, even the smallest 
office can do away with licking, sticking 
and guarding stamps...with postage 
always available! How? With the DM, 
little desk model postage meter. 


@ It prints postage, any amount needed 
for any kind of mail, right on the 
envelope ... with your own small ad, if 
you like...and a dated postmark, so the 
mail goes faster through the postoffice. 
Supplies parcel postage on special tape. 
Has a moistener for sealing envelopes. 
@ The DM can be set for as much 
postage as you need to buy .. . protects 
it from loss, or spoilage, and 
automatically accounts for it. 


@ Other models, hand and electric, 

for larger firms. Ask the nearest PB office 
for a demonstration. Or send the 
coupon for free illustrated booklet. 
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were watching their production ba- 
rometers see-sawing moderately be- 
tween 60% and 66% of capacity and 
kept their fingers crossed for a 
breakthrough to 75% or better. Despite 
the sharp dip from last year, however, 
most of the big firms were still firmly 
in the black (Forses, Sept. 1). At 
least one Wall Street analyst was con- 
vinced that a sharp upturn was inevit- 
able in steel. The U.S., said he, cur- 
rently is using 20% more steel than it is 
producing. 

As the holidays approached, another 
crucial segment that bore watching was 
store sales. In August most big chain 
stores grew nervous as their sales 
dipped as much as 10% from last Au- 
gust. This was particularly disappoint- 
ing as their sprightly July sales had 
actually topped 1953. One explanation 
found special favor among shoppers 
wearied of rude treatment from bored 
sales people. Said the president of a 
big store chain: “The average sales per- 
son is just not interested in selling. He 
just doesn’t give the service nor try to 
move the goods.” 

The Bite. If sales girls were uninter- 
ested in the public’s precious dollars, 
the tax collector’s enthusiasm was un- 
dimmed. True, there had been some 
Federal tax relief for both private citi- 
zens and corporations from the Repub- 
lican-controlled Congress. But Wash- 
ington is only one tax collector. The 
48 state governments actually stepped 
up their tax take 5% in fiscal 54, re- 
lieving citizens of a cool $11 billion. 
This, said Commerce Clearing House, 
a national tax and business reporting 
authority, amounted to $281.24 for a 
family of four, just for state taxes, on 
everything from personal income to 
horse racing. Getting off lightest state- 
taxwise (see chart) were New Jersey- 


ites, whose family of four hande 
over only $156.* 

Vistas. “There will,” proclaimed oy 
business periodical, tripping over jt 
own effort to look both ways at once, 
“be an autumn pickup. . . . But no new 
upsurge is forecast.” Like many othe 
economic predictions these days, this 
one added up to exactly nothing. But 
if economic and political skies refused 
either to rain or clear completely, few 
economists were yet ready to shoot the 
weatherman. Looking even a short way 
into the future they glimpsed marvel 
enough to convert the most skeptical 
among them. One sample was color 
TV, hovering not too many years off, 
Another sample of chemical, electronic 
and. metallurgical progress came from 
a company long in the van of economic 
wonder workers. Union Carbide and 
Carbon Corporation, the nation’s Num- 
ber Two chemical-maker, was sinking 
$31.5 million into a brand new plant 
to make titanium, the latest wonder 
metal. A sample was all it was, too, of 
the billions U.S. industry is pour 
ing into new plants and new products. 

intermission? All these hard, optimis- 
tic facts encouraged a famed statis- 
tician at the month’s end to place the 
current business plateau in historical 
perspective. It was, said he, merely a 
pause after “a first act in the American 
drama of further, sustained expansion.’ 
On Labor Day, science and industry 
got together to put a little Barrymore 
into this theatrical simile: a TV-beamed 
ceremony, dramatized to the hilt, feted 
the breaking of ground for the na 
tion’s first big atomic power develop- 
ment at Shippingport (Pa.). 

*Fly in New Jersey’s balm are city gov- 
ernments, which have some of the toughest 
tax burdens in entire U.S., the Clearing 
House reported. 
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F YouR Workmen’s Compensation insur- 
ance does no more than meet the re- 
quirements of the law, you, as an em- 
ployer, may find yourself vulnerable on 

several scores. 


For example, improper handling of claims 
can create dissatisfaction among your workers. 


Also, unless the insurance company has a 
staff of competent engineers to study and 
eventually eliminate many of the causes of the 
accidents, you may have to continue putting 
up with costly work interruptions. And that, 
in turn, can easily result in your having to 


@eeeseeeeeeeeeeeeeeeeeee ca 


October 1, 1954 


eeeeeeoeeceeee eeeeeaee es 








pay higher and higher insurance premiums. 


Happily, you can buy a Workmen’s Com- 
pensation insurance contract that benefits you, 
the employer, as well as your employees. It is 
The Travelers Plan, and it is backed by a large 
and skilled staff of engineers and insurance 
experts strategically located throughout the 
United States. 


For important—more detailed—information 
about Workmen’s Compensation insurance, 
see your Travelers agent or broker. Or fill 
out this coupon, attach it to your letter- 
head—and mail. 
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Travelers 


HARTFORD 15, CONNECTICUT 


239 OFFICES IN THE UNITED STATES AND CANADA 
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I'd like to know more about 
Travelers Workmen’s Compensa- 
tion insurance. 
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jcracks wise-—and well... 











These three catalytic crackers dominate the skyline of our Lake Charles, 
Louisiana, refinery which normally processes 175,000 barrels of oil every day. 
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“With all thy getting, zet understanding” 


FACT AND COMMENT 









by MALCOLM S. FORBES 


ELECTION ISSUES 


In just one month the American people will go to the 
polls and make a decision of immense importance to the 
economic wellbeing of the nation. Unquestionably, the 
Democratic Party would achieve substantial majorities in 
both Houses if we were now in a depression. The political 
tactics of the New Deal-Fair Deal wing of the party were 
certain this would be the case—and that their victory this 
year and in 1956 was certain. But we are far from a de- 
pression; we are in one of the greatest periods of prosperity 
this country has ever enjoyed. 

Facts: In the first eight months of this year construction, 
prime business barometer, set an all-time record, four per 
cent above the same period a year ago. Unemployment has 
shown a steady decline in recent months. Steel production, 
which had been lagging, has shown a steady upward 
climb, with the full flood of new automobile production 
beginning to be felt. Department store sales are keeping 
pace. People’s “cash on hand,” i.e., savings and other liquid 
assets, are at record highs. They have money to spend. 

The solid achievements of the Eisenhower administration 
must be steadily propounded. The issue of “prosperity” is a 
powerful one. In the event of Democratic victory, at best 
the next two years of the Eisenhower administration will 
be a stalemate, featured by political jockeying to embarrass 
the President should he be a candidate for re-election. More 
probably, in addition to those tactics, the New Deal-Fair 
Dealers will seek to drive through socialistic measures, 
hammering in hammy fashion at business and the free en- 
terprise system. Indeed, the Republican Party has its ex- 
tremists who are critical of the Eisenhower administration’s 
liberalism, but it is difficult to believe that any conservative, 
with a sound mind, would feel that a Democratic Congress 
could offer any hope for a return to reaction. The true, 
intelligent conservative realizes that, to preserve liberty and 
the free economy essential to other freedoms, restraint of 
abuses and a social conscience are vital. 

In twenty months, the Eisenhower administration has 
made sizable cuts in a swollen federal bureaucracy; taxes 
have been substantially reduced, along with a sharply cut 
budget; government competition with private enterprise has 
been steadily eliminated at every opportunity. The result 
has been prosperity instead of predicted depression. Re- 
publican victory will mean a continuation of the present 
wholesome philosophy prevailing in Washington. 
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MUTUAL SECURITY 


The United States since World War II ended has spent 
illions abroad in what has come to be known as the Mutual 
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Security Program. This year the Congress has approved 
for fiscal year 1955 a further expenditure of $3,100,000,000. 
The overall program is divided into two main categories— 
mutual defense assistance, primarily military; and “develop- 
ment assistance,” i.¢., support of all kinds in fields that will 
strengthen the economy and well-being of free nations, on 
the premise that they will thus be better able to resist the 
Communistic virus, and assist in the defense of freedom. 

Said the Senate Foreign Relations Committee in approv- 
ing the Mutual Security Act of 1954: 

“The mutual security program, in all of its phases, repre- 
sents one of the principal instrumentalities by which the 
United States seeks to meet the Soviet threat. It is the means 
by which we increase our own security by helping to build 
the collective security of the non-Soviet world. 

“The magnitude of the Soviet threat has in no wise 
diminished in the last year. Indeed, it ‘has, if anything, in- 
creased. The Soviets continue to build’ airfields in Eastern 
Europe; they continue to increase the strength of the mili- 
tary forces available to them. 

“In southeast Asia, the deterioration of the free world’s 
position is apparent, and Soviet activities in the Middle 
East are increasing. 

“Even in the Western Hemisphere, the last year has seen 
almost-successful Soviet efforts to capture other countries. 

“The Soviet threat is in part military, in part political 
and economic. The mutual security program provides ways 
to meet it in all its forms. As the Soviets are concerned with 
the total penetration and collapse of free world countries, 
so the mutual security program is concerned with the total 
strength of those countries. By whatever name the various 
forms of assistance in this bill are called, they have a single, 
common objective—free world strength. 

“To discontinue this program now would be to remove 
one of the chief obstacles to Soviet success. 

“As it has done repeatedly in recent years, the committee 
again emphasizes its conviction that a policy of collective 
security is the only means of meeting the Soviet threat that 
offers any real hope of success. It seems to the committee 
that the rationale of this proposition no longer needs to be 
argued. The proposition itself, however, is worth reaffirm- 
ing, particularly in view of recent differences between the 
United States and certain of its allies. 

“Despite these differences, the mutual security program 
and the policy of collective security on which it is based 
have paid off in terms of stronger United States allies and 
therefore of greater total free-world strength.” 

With the French having torpedoed EDC, with an unsat- 
isfactory “settlement” in Indo-China, with the many prob- 
lems and disagreements among the allies, increasing num- 
bers of Americans are demanding to know what we have 











received for the billions spent and whether or not we should 
continue our efforts along these lines. “You can’t buy 
friends” is the comment made by those who perhaps do 
not realize that the Mutual Security Program was never 
aimed at “buying” friendship. The whole objective has been 
to make the free nations of the world stronger, so that in 
the event of Soviet aggression, the rest of the world, all 
together, would be able, economically and militarily, to de- 
fend itself. 

Some of the program’s most influential critics have been 
American businessmen. In an attempt to evaluate for the 
benefit of Forses readers what has been achieved and what 
course should be followed, the Publisher is at this time visit- 
ing top government executives in key countries of Europe. 
These columns in subsequent issues will carry observations 
and impressions from a businessman’s point-of-view on sub- 
jects of vital concern. 
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“FROM LITTLE ACORNS .. .” 


Big businesses are seldom born that way. Rugged struggle 
is the rule, not the exception, for companies that grow. 
Monopoly, since its abuses imbued American people with 
healthy anti-trust sentiments, spells, likewise, a tough path 
for companies “enjoying” one. Look at the difficulties Com- 
mission regulation inflicts on the railroads. The monopoly 
they once had as a means of transportation has dwindled 
steadily in the face of highway and airway competition, 
but the regulations affecting them are even more stringent 
than when first evolved. 

But an amazing tribute to an uniquely vulnerable mo- 
nopoly must be paid to American Telephone and Tele- 
graph Co. Properly, their rates are rigorously regulated by 
utility commissions, many of them political appointees 
who are keenly conscious of the vote appeal in being 
against rate raises, no matter how justified. Yet, be- 
cause of its outstanding efficiency and service—and con- 
stant cultivation by information to the public—most Bell 
systems have a reasonably high batting average in getting 
rate increases necessary to the continued expansion and 
efficiency of their service. Why? The public likes the com- 
pany. A simple explanation. But what long-range and in- 
telligent planning by management over many decades was 
necessary to bring about such a frame of mind toward a 
giant monopoly! In the Telephone Companies’ attention to 
little things lies a big part of the answer. Here is a letter 
recently received by a business firm from the New York 
Telephone Co.: 

“This is a ‘thank you’ letter. 

“We've been reviewing our records, and we notice that 
all through the years you’ve been our customer you have 
been very prompt each month in paying your telephone bill. 

“We appreciate that, and we want you to know it. The 
reason is simple. Your consideration means we have more 
time to devote to bettering the many services we offer our 
customers. 

“Thanks again.” 

It is easier to account for their success when aware of 
such attention to customers. 


ze 
FOR A GIFT, A SHARE OF STOCK 


A number of people have written comments on a recent 
ForBEsS editorial, “Brokers and Business,” which discussed 





“The Boys”: 
TRADEMARK TROUBLES : 
Trademarks are of incalculable value to many businesses, 


Over the years, multimillions of dollars have been spét 
publicizing many of them, and much money is ve 
tecting successful ones from imitation or abuse. M 
thought must go into the determination of a successful 
trademark. It must be easy to remember and, for that rea 
son, preferably simple in design; it must be small enough 
to fit the smallest product or advertisement that will cany 
it; it must not bear too close a resemblance to another, ete, 

A conversation between seven-year-old Stevie and his 
five-year-old brother, Bob, brought the subject of trade 
marks to Papa’s mind the other day. The two young mep 
were enjoying small bottles of Seven Up, which bear labels 
showing a lithesome lady seemingly tossing bubbles into 
the air. The design is in stencil form and the lines do not 
meet at the midriff. : 

“Why doesn’t the lady have a tummy?” asked Steve, © 

“Because she drank too much Seven Up,” explained the 
five-year-old. 

{ am reasonably sure that this explanation is not the 
one the makers had in mind when designing the trademark 
and wrestling with the limitations of a stencil reproduction 
on a bottle. But it does illustrate, in a small way at least, 
some of the difficulties involved in developing a trademark 
that will stand up under any one of an infinite assortment 
of tests. 





the indifferent treatment accorded a potential investor in 
three Wall Street brokerage houses. Several have had 
similar discouraging experiences in other cities. One enter- 
prising gentleman writes: “If any more communicate with 
you, please suggest me, and our firm will give them the 
best of service!” 

But from Mrs. Eugene Greenwald in Los Angeles comes 
a suggestion that is perhaps not new but surely deserving 
of far wider application: 


“To new-born babies, and to newly-engaged or 
married couples, and on birthdays, where we feel we 
want to give a gift, we have always bought for such 
gifts, stock in some good company. We decide, first, 
the amount that we would spend for a gift, and then 
buy stock in any good company for that amount, from 
$5 up. 

“It is far more appreciated for many years than if 
we bought some gift that was not needed and in many 
cases returned for credit or exchange. If they kept 
the gift, our experience has been that the donor is for- 
gotten sooner or later. But a share of stock with peri- 
odic dividends is a regular reminder of the donor. 

“Then, the receiver of the gift is conscious of Amer- 
ican business when the gift is a stock certificate. And, 
of course, a reminder to buy more. We could cite you 
examples galore of such gifts that have been held 25 
years or more, whereas we are sure that if we had 
given some more or less useless article, it would not 
be in existence now.” 


The merits of this idea are well expressed. The posst 
bilities thus to develop large numbers of additional stock 
holders, and to educate thousands more in the workings # 
our free enterprise system, are great. 
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PETROLEUM 


CLOUD OVER THE OIL WELLS 


Current inventories are running high, 
but nobody believes that oil’s long- 
term outlook is anything but excellent. 














INDIANA STANDARD’S SUGAR CREEK REFINERY 






SLIGHTLY over 100 years ago, Samuel 
Martin Kier, who knew a money-maker 
when he saw one, found oil in salt wells 
on the banks of the Alleghany River. 
Although the first well on U.S. soil was 
not drilled until over a decade later, 
camy Kier bottled the oil, made a tidy 
income (and a name for himself as 
America’s first refiner) by selling the 
gooey substance as “Kier’s Petroleum or 
Rock Oil, A Liquid of Wonderful Me- 
dicinal Values.” 

Last spring, despite somewhat high 
inventories of oil, Wall Streeters were 
inclined to see nothing exaggerated 
about Kier’s label. Oil’s “Wonderful 
Medicinal Values” were plain for all 
to see on the Big Board. At that time, 
the value of all stocks in the petroleum 
and natural gas category on the New 
York Stock Exchange was a high-octane 
$27.7 billion, 17.6% of the Board’s total 
wealth and far larger than the value of 
any other industrial group (second 
largest: chemicals, whose $19.1 billion 
tepresented 14.2% of total value). Add- 
ng even more to oil's. gilt edging was 
ts recent history. From mid-1947, the 
securities of the larger integrated com- 
panies went on a kick that saw them 
cutperform the rest of the market by a 
wide margin. They subsequently went 
2 to new all-time peaks, slipped, but 
ttl held a good long-term outlook. 
Increasing Wall Street’s bullishness 
































October 1, 1954 


on the oils was the fact that in 1953 
the industry rolled up the greatest year 
in its history. Sales of petroleum, chem- 
ical products and natural gas pushed 
oilmen’s gross income to $19 billion, 
a 3.9% rise over 1952’s $17.9 billion; 
for the average American oil company, 
1953 earnings were 6.7% higher than 
the previous year’s. Refiners set an all- 
time record by running an average of 
7,002,000 barrels of crude daily (al- 
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1491: continual new refinements 
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though, significantly, runs reached their 
lowest quarterly average in the last 
three months of the year). 

On the exploration front, the indus- 
try’s drills whirred to a new record 
level during the year, with oil’s color- 
ful, hard-hatted roughnecks completing 
11,062 wildcats, an increase of. more 
than 4% over the year before. Similarly, 
production of crude oil, the “black 
gold” of the feature writers, climbed to 
a new record high, averaging 6,460,000 
barrels a day, some 206,000 barrels 
higher than 1952’s average. Strikingly, 
the increase was part of a continuing 
upward trend. The 3% hike compared 
with a 2% increase in 1952 and a mam- 
moth 13.5% gain between 1950 and 
1951. Altogether, America’s proved re- 
serves of petroleum soared to a record- 
breaking total of 34,400,000,000 bar- 
rels. 

More to Come? The outlook for 
1954, as estimated at the beginning of 
the year, seemed only slightly less 
breathtaking. Oilmen, certain they were 
riding the crest of a still booming de- 
mand for oil, planned capital expendi- 
tures this year of $3.7 billion vs. $3.9 
billion in 1953. This would further 
strengthen an industry that, since 
bearded, plug-hatted Colonel Drake 
drilled his famous first commercial oil 
well with a borrowed $500 in 1859, 
now has an estimated gross investment 
in its fixed assets of over $34.5 billion, 
the third largest such investment among 
U.S. industries (first and second: agri- 
culture and the combined electric, gas 
and communications public utilities in- 
dustries ) . 

But by last month the word on the 
oils in the Canyon was “Wait and see.” 
Wall Streeters looked on oil with an 
unsure eye, an uncertainty about the 
industry's day-to-day future that they 


















CALSO’S FOLLIS: 


ESSO’S RATHBONE : 


SOCONY’S JENNINGS: TEXACO’S LONG: 


GULF’S SWENSRUD: 


they wander into every corner of the globe. . . 


showed by letting its securities lag be- 
hind the market’s general advance. 
Some oil stocks picked themselves up 
on the strength of the industry's unde- 
niably sturdy basic position and the 
reasonable level at which many better- 
grade oil securities were selling. Also 
whetting investors’ ardor was the fact 
that many leading oil companies are 
candidates for dividend increases be- 
fore the year ends. 

Chiefly bothering Wall Street was 
the resumption of production in Iran, 
mounting gasoline supplies and a fear 
that stiffening inventories would break 
the price of petroleum products, even- 
tually going on to crack the price of 
crude wide open. On Iran, Wall Street 
could relax. Augustus C. Long, 50, 
president of The Texas Company, who 
was in on the talks (Forbes, September 
1), notes that Iranian oil will not reach 
world markets in any appreciable quan- 
tities for nearly three years. Even then, 
he adds, Iranian oil will most likely be 
consumed in the Eastern hemisphere, 
so it will not substantially affect the 
currently sensitive U.S. market. Gaso- 
line stocks, on the other hand, have re- 
mained high, but may low~r as refiners 
switch to fuel oil for winter demand. 


Wall Street, however, saw some of 
its fears realized in the mid-year re- 
ports of many oil companies, Over-all, 
the trend appeared to be encouraging. 
The earnings of a representative group 
of large companies stood 8.6% higher 
than at mid-year in 1953; 19 companies 
earned a total of $450 million for the 
first six months of the year, vs. $425 
million for the same period last year. 

Profit margins, however, were on the 
downgrade. And there were enough 
weaknesses evident to make Wall Street 
wary. Philadelphia’s big Atlantic Refin- 
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ing Co., a well-entrenched refiner witha 
solid chain of eastern markets, saw its 
earnings drop 12.1% during the half, 
sinking from last year’s $22.6 million to 
$19.8 million. Humble Oil and Refin- 
ing, Jersey Standard’s big 72%-owned 
crude producer, was off 6%. Cities Serv- 
ice earnings, hit by soft tanker rates 
and its relatively low crude ratio 
among other things, were down 17,]% 
(although the company, a prime can- 
didate for a stock split, remained a fa- 
vorite of analysts). The Deep Rock Oil 
Corp., a small ($43.3 million assets) 
but nicely integrated oiler, saw its earn- 
ings plummet a sickening 47.1%. 

On the credit side, the Arkansas Fuel 
Oil Corp., a Cities Service subsidiary, 
showed an amazing increase of 69.6% 
in its first-half reports. Arkansas Fuel 
got a helping hand from the addition 
(in April, 1953) of the stock of the 
Arkansas Louisiana Gas Co., another 
C-S subsidiary, but the change added 
little over a third to Arkansas Fuels 
additional earnings of $1,616,371. 
Among other gushers were Lion Oil, 
up 15.7%, and Sinclair Oil, where P. C. 
Spencer hiked earnings 20.6%. Shell, 
one of the industry’s leading integrated 
giants, scored a spectacular 25% in- 
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December 31, 1953. 





Standard Oil (N.J.) 
Socony-Vacuum 
Standard Oil (Ind.) 
The Texas Co. 

Gulf Oil Corp. 
Standard Oil (Calif.) 
Shell Oil 
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THE MAJORS—AND THEIR BATTING AVERAGE* 
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% 
19.7 
13.7 

1.2 
15.9 
15.9 
24.5 
14.9 


40.7 
62.2 


40.2 15.1 


*Percentage figures show performance over last five years (right) and the first six months of 1954 (left). Numerical rank- 
ings convert five-year percentile scores into index numbers for comparison. These in turn are combined into composite rank- 
ings to compare overall performance records of the companies. **As of December 31, 1953, 
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crease over last year’s first half. 

Confused Cash. For the oil investor, 
looking for a reasonably safe haven for 
his money, the picture was confused. 
Clearly, some companies were doing 
well, and would continue to do so; 
others had financial statements that 
were bitter with salt water. Which 
companies in the complex industry, 
wondered he, would strike oil and 
which would be dry holes ‘or divi- 
dends? 

To find out, he would have to trace 
oil’s postwar history. Oil swung into a 
record expansion program shortly after 
War II, and expansion in the oil game 
means money, lots of it. To drill a typi- 
cal 10,000-foot well in the U.S., for 
instance, costs from $250,000 to $1 mil- 
lio, depending on widely varying con- 
ditions. To meet the greatly increased 
demand for oil from the consuming 
public, as well as the expansion pro- 
gram of the Petroleum Administration 
for Defense, from 1946 to 1953 the in- 
dustry poured more than $21.3 billion 
into new and enlarged facilities for pro- 
duction, refining, transportation and 
distribution. It spent a yearly average 
of more than $2.5 billion, vs. the $817 
million average annual investment 
made by oilers during the 1936-1940 
period. 

Part of the expansion was caused by 
the outbreak of war in Korea. Early 
in 1951, the U.S., through the National 
Petroleum Council, asked oilmen to in- 
crease their potential production of 
crude oil and their refining capacity in 
the Western Hemisphere by one million 
barrels a day. As it has in every previ- 
ous emergency, the industry met the 
crisis admirably. When North Korea 
got its violent yen to roam, U.S. excess 
producing capacity stood at roughly 
800,000 barrels a day. Heavy military 
demands (military requirements cur- 
rently are running at roughly 4%% to 5% 
of domestic demand) and greatly ex- 
panded civilian requirements brought 
capacity down rather abruptly to 400,- 
000 barrels a day, a dangerously low 
level. The pendulum now, however, 
has swung to the other extreme. In its 
zeal, the industry built excess produc- 
tive capacity to about 1.8 million 
barrels. 

But, like Danny Deever, not all of 
oil's problems can be laid to its mili- 
tary service. Explained Kenneth Stan- 
ley (“Boots”) Adams, 55, Chairman of 
the Phillips Petroleum Co., last June: 

en the post-Korea business adjust- 
ment caught up with the oil industry, 
crude runs by U.S. refiners, as a whole, 
Continued at previous levels in spite of 
€ large gasoline inventories, which 
have been produced in excess of cur- 
tent demands.” 

Refiners, in other words, helped 

manufacture their own downfall. When 
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THE GIANTS’ TREASURE 


Borrels of reserve 
per common share 











Y ERSEY CALIF. TEXAS 
VACUUM STANDARD STANDARD CO. 
COMPANIES 
SUBTERRANEAN WEALTH: Not the 
least of the majors’ attractions for in- 
vestors are their huge worldwide net 
proven crude oil reserves. The chart 
shows how many barrels of reserves lie 
behind each common share of the inter- 
national giants. 


GULF 


the price of crude jumped 25c (to 
$2.82 a barrel), refiners kept runs high, 
particularly for gasoline, and suddenly 
found themselves with higher material 
costs and lower product prices. Now, 
much chastened in spirit and pocket- 
book, they are cutting runs back. 
Picture Clearing. Where does oil 
stand now? Nobody believes that the 
oil industry’s troubles are anything but 
temporary; clearly, it is still growing. 
Two years ago, for instance, the Presi- 
dent’s Materials Policy Commission 


estimated that by 1975 U.S. demand 
would amount to 5 billion barrels a 
year, a figure roughly double last year’s 
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_OFFSHORE DRILLING RIG: 
golden pools under the sea 
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production of about 2.6 billion barrels. 

But even the most bullish oilman will 
not deny that the industry suffered 
some buffeting this year. The top econ- 
omists of five of the country’s biggest 
oil marketing firms, confirming that the 
nation’s astounding appetite for oil has 
developed a slight case of indigestion, 
have snipped about 30% off their first- 
of-the-year forecasts of the prospective 
increase in petroleum consumption this 
year. 

They now believe that American con- 
sumption will top last year’s by from 
2% to 4%, vs. forecasts of a 4% to 5% 
increase made at the beginning of the 
year. Even so, this year oil consumption 
in the U.S. will still hit a new record, 
the 12th straight year that the industry 
has smashed all its previous records. 

Many economists, however, believe 
that the revised estimates may mean a 
cut in industry profits for the last half 
of the year of as much as 10% or 15% 
below the record totals set in the last 
six months of 1953. As they see it, the 
only factor that can save industry 
profits is unusually cold weather next 
month, which would increase heating 
oil use and mean higher prices. 

The Majors Gain. But, in looking at 
oil’s six-months’ earnings, many a Wall 
Streeter thought he could detect a tell- 
ing pattern. Despite mixed earnings, 
companies with only domestic crude 
production and no low-cost foreign 
crude output seemed to be making the 
poorest showing, while refiners who are 
large buyers of crude on balance also 
were being squeezed. The stronger 
companies, those producing a substan- 
tial part of their own requirements and 
also able to cash in on expanding nat- 
ural gas sales, appeared to be turning 
in better-than-average performances. 

As far as the large integrated majors 
were concerned, the theory that the 
companies with foreign production 
were riding out the storm held up fair- 
ly well. With two exceptions, these far- 
flung giants find, refine and market oil 
in all corners of the globe. With one 
exception, they all increased earnings 
or held the line. The $2,036 million 
Standard Oil Company of Indiana 
ranks among the exceptions on both 
counts. Shell, the other exception, 
which operates only in the U.S. and 
Canada, still managed to hike net more 
than any other major—a walloping 25%. 

Standard Oil of New Jersey, on the 
other hand, frankly admitted that in- 
creases in foreign production and re- 
finery runs were the factors that en- 
abled it to more than offset declines 
in domestic production and refinery 
runs and raise net 9.3% (to $293 mil- 
lion). International operations also 
played a big role for The Texas Com- 
pany, which racked up gross income 
of $802 million and converted it into a 








13.4% rise in net. Texaco’s domestic 
operations were lower during the year, 
with the accent on the positive coming 
{rom the company’s foreign operations. 
Says Texaco’s John Sayles Leach con- 
servatively: “Foreign earnings held up 
very well in the first six months.” 

But for Indiana Standard, the story 
was different. The company celebrated 
its 65th birthday this year in a back- 
hand way, with a disappointing drop 
of 3.1% in net. Explained Indiana’s 
scholarly, inventive (over 90 patents, 
85 articles) Chairman Robert E. (for 
Erastus) Wilson, 63: “Profits were ad- 
versely affected by a decrease of 7.5% 
in the company’s net crude production, 
which was caused by sharply reduced 
allowables in some states.” Other fac- 
tors that cut earnings: increased 
amortization, a sharp drop in sales of 
military aviation gasoline. 

Up until now, Indiana has been do- 
ing consistently well. Started at a 
wasteland flag stop crossing 17 miles 
southeast of Chicago at Whiting’s 
Crossing, Indiana, Standard rose to be- 
come the nation’s third-largest oil com- 
pany, more than doubling its size since 
War II alone. This year Wilson is put- 
ting a brand new refinery on stream at 
Mandan, North Dakota to catch the 
flow from the rich Williston Basin, and 
has his eastern subsidiary starting a 
uew refinery at Yorktown (Va.). To 
finance all this, Wilson will lay out 
even more this year and next than the 
$209.1 million he spent last year. 

But Wilson must also overcome some 
immediate problems. Operating in 15 
states with subsidiaries reaching into 
29 other states and Canada, land- 
locked Indiana’s territory has recently 
been flooded with Gulf Coast oil, which 
has been backing up into the entire 
Middle West. Two months ago Indiana 
merged with Pan American Petroleum 
and Transport Co. and upgraded the 
American Oil Co. (Amoco) into a 
100%-owned subsidiary. Strengthened 
and streamlined, Amoco hopes to sell 
a lot more gas on the flooded eastern 
seaboard for Indiana. 

Wilson has still another problem to 
lick. Unlike blue-chip Jersey, which 
»roduces almost as much crude as it 
refines worldwide, Indiana produces 
less than half its crude needs (last year 
it bought 258 million barrels of crude 
and natural gas liquids, used 46% of 
it for its own refineries), with the re- 
sult that the company, essentially a big 
refiner, is now squirming in the classic 

refining squeeze. To extricate himself, 
Wilson is throwing half of his cash in- 
to the development of new reserves. 
Says he: “Crude oil is becoming harder 
to find. If we should relax for even a 
vear, because of a temporary industry 
surplus, it would be difficult and ex- 
pensive to make up for lost time.” 


Parched California. Un the West 
Coast, austere, Princeton-bred Ralph 
Gwin Follis, 52, Chairman of the 
$1,581 million (assets) Standard Oil 
Company of California, faces a produc- 
tion problem of a different sort. De- 
mand has held up fairly well in car- 
happy California, with oil consumption 
increasing at a faster rate than in the 
rest of the nation. When Jersey's Esso 
subsidiary, Indiana and Socony-Vacu- 
um cut runs earlier in the year, for 
example, Calso felt no need to leash 
its purring West Coast cat crackers 
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1950 1951 1952 


WORLD DEMAND has been increasing 
at a greater rate than the U.S. demand 
for oil, an economic factor that helped 
many international oil companies in 
their mid-year reports. In the future, 
world demand\is expected to increase 
at an even greater rate. 


immediately, although subsequently it 
did. But the state of California is dry- 
ing up as a crude producer. In 1944, 
Calso took 85% of its domestic produc- 
tion from the state; by last year, it was 
taking only 50%. Unlike Indiana, how- 
ever, Follis can always beat the rap by 
bringing in foreign crude from Su- 
matra and Arabia (he cur imports in 
the first quarter, however). 

Follis’ problem on California crude 
actually is a minor problem. With Gulf, 
Calso stands as the industry's great 
crude-excess major. In addition, its 
earnings sources are nicely diversified, 
the money flowing in about equally 
from West Coast states, others east of 
the Rockies, and foreign operations. 
Following a policy of upgrading re- 
fining operations, Follis spent $58 mil- 
lion for refineries and chemical units 
last year, also added three more chemi- 
cal plants to Calso’s burgeoning petro- 
chemical operations. 
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Although Calso’s domestic produ. 
tion dropped in the first six months o| 
the year, increased demand upon Cap. 
adian and South American subsidiarig 
raised total production in the Westen, 
Hemisphere, helped bring a 13.9% rise 
in earnings. Calso also has high hope 
for its new discovery in the Gulf o 
Mexico, southeast of Corpus Christi 
which it believes may be the opening 
of new major offshore fields. But of. 
shore oil is not quite the gift it is some 
times claimed to be. Says suave Pregi- 
dent Theodore Scarborough Petersen. 
58: “Just remember that oil produced 
from under the sea brings no greater 
price in the market, has no greater 
value to the refiner, just because it costs 
three times as much to find it, produce 
it, and get it to a shipping point.” 

Which is probably why Dick Mel- 
lon’s Gulf Oil Corp. has played it cau- 
tiously. A late comer to offshore de- 
velopment of the Gulf Coast (Texas 
and Louisiana), Gulf waited until In- 
diana’s Stanolind, Shell, Sun, Continen- 
tal and a clutch of others had leased 
acreage before plunking down $10 mil- 
lion in a gamble that it will find ai 
near California Standard’s $3.5 million 
patch of water. Why risk such a sum? 
Gulf’s production VP on the coast, 
shaggy-haired Ben C. Belt, has a ready 
answer: “Because we compare the 15, 
000,000 acres lying inside the 150-foot 
depth line . . . which is underlaid by 
miocene and pliomiocene with the 9, 
500,000 acres underlain by miocene 
which lies next to the shore line along 
this strip of coast.” The land on shore 
has proved to be a veritable gold mine 
of oil. 

But even if it hits salt water for its 
pains, Gulf still is sitting pretty. By 
financing growth out of retained earn- 
ings, Gulf stockholders’ equity has in- 
creased 59% since 1948, from $31.20 
to $49.56 a share. Moreover, by going 
in heavily for crude, Gulf, like Texaco. 
quadrupled its foreign and domestic 
earnings between 1943 and 1952, while 
refining Indiana, bigger than 
managed barely more than to double 
its net. 

Last year Gulf racked up the highest 
earnings in its history, an octane 
packed $175 million. In the first half o 
1954, it has kept the ball rolling, hik 
ing net 3%, to $77.9 million. Like the 
other majors, its output of U.S. crude 
was cut by the various state commis 
sions this year, but its world-wide pr 
duction and refinery runs were higher, 
a particularly important fact, since only 
about 35% of Gulf’s earnings come 
strictly domestic operations. With ove 
half his crude coming from Kuwait 
about 45% of net coming from the East 
ern, Hemisphere, reserved, well-bar- 
bered Chairman Sidney A. Swensrud, 
54, is in a good position to cash in 
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the world-wide demand for oil, which 
is increasing at a faster rate than U.S. 
demand. But with the ever-changing 
economic-political conditions of the 
volatile Middle East, Swensrud, like 
the other international oilers, has a 
golden tiger by the tail. 


Socony Holds the Line. Like Gulf, So- 
cony-Vacuum has extensive operations 
overseas; of its gross crude oil reserves, 
only about one barrel in four lies with- 
in the U.S. But Socony is, in effect, 
two companies: an overseas crude pro- 
ducer, with operations pretty much 
sealed off from the U.S., and a domes- 
tic crude-deficit refiner like Indiana 
(but with a refining capacity second 
only to mighty Jersey Standard). At 
half time, President B. Brewster Jen- 
nings’ earnings statement on his split- 
personality oiler bore a split personal- 
ity itself: Socony managed to net the 
same $88 million it garnered at half- 
time last year, but pretax profits slipped 
fom 1953’s $122 million to $121 
million. 

What had cut it? Wall Street could 
list a lot of factors: the allowables 
slash, the refining squeeze and the tight 
gasoline situation on the East Coast. 
But Wall Street still had faith in its 
neighbor at Beaver and Broad Sts. For 
one thing, Socony has been working 
hard to squeeze the last penny from 
every barrel of crude it gets its hands 
on; last year it hiked its gasoline yield 
to an average of 45%, vs. less than 40% 
five years ago, cutting the yield on low- 
value residual fuel from 24% to 14%. 

But more importantly, Socony is on 
the road to a more even (and profit- 
able) refinery crude ratio. From 1951 
to 1953 its production of domestic 
crude soared from 86,691,000 barrels 
to 96,624,000 barrels. For the future, 
it is counting on a heavy flow of crude 
from the Pembina field (near Alberta, 
Canada), which Jennings believes may 
be “the largest oil field discovered in 
North America last year.” Pembina, so 
far, has over 250,000 semi-proven 
acres, and oilmen plan on drilling 3,000 
new wells to develop the vast area. 
Socony, which got there first, has a 
50% interest in some 48,000 acres in 
the area. Furthermore, its affiliate, the 
Magnolia Petroleum Co., is probing 
hard in the territorial waters off Texas 
and Louisiana. This year Jennings 
plans to spend about $300 million, a 
third more than last year, for additions 
to Socony’s production facilities. Not 
letting refining lag, he is spending an- 
other $71 million on domestic refining 
facilities. 

Shell's Score. But if Brewster Jen- 
tings was still looking hard for crude, 
President Hendry Stuart Mackenzie 
Burns, 54, of the Shell Oil Co., a few 
miles uptown in New York, could al- 
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most afford to relax on his reserves. ° 
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1950 1951 1952 1953 


EXPLORATION, a nine-to-one gamble 
that costs millions, may reward an op- 
erator for his efforts with sand, salt wa- 
ter and sighs. In the chart above, the 
black section shows the heavy cost of 
oil production, money bet against odds 
that once prompted Calso President 
Theodore S. Petersen to begin a speech 
to geologists with the salutation: “Dear 
friends and fellow gamblers . . .” 


As Burns predicted at Shell’s annual 
meeting in April, profits this year have 
been running “somewhat” ahead of last 
year’s. The “somewhat” over the first 
six months amounted to $63.4 million, 
a phenomenal rise of 25% over the first 
half of last year. Shell’s sales showed a 
roaring increase of $51.3 million, which 
a Shell spokesman attributed largely 
to the company’s new TCP premium 
gasoline. 

As competitors ruefully admit, TCP 
(tri-cresyl phosphate) caught the op- 
position by surprise, as well as snaring 
the imagination of the gas-buying pub- 
lic. But Shell’s increase came from more 
than gasoline sales, and it appears in 
fine shape to weather the current storm. 
It has no overseas headaches to worry 
about, operating only in this country 
and (increasingly) in Canada. And, 
although no major U.S. oil discoveries 
have been made except for the Willis- 
ton Basin in many years, Old Geo- 
physicist Burns is well stocked with 
crude, produced about 69% of his re- 
finery runs last year. The crude ratio 
undoubtedly helped increase his net 
this year. 

Bearing this in mind, Burns is keep- 
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ing up his search for crude. Last Feb- 
ruary Shell struck oil in Nevada, start- 
ing a minor boom that brought Cali- 
fornia Standard, Signal and about 20) 
other oilers running in a hurry. To 
process his Canadian crude, Burns is 
building a 50,000-barrels-a-day refinery 
at Anacortes (Wash.) that will bring 
Shell’s total refining capacity to over 
550,000 barrels a day. 

Shell, whose research organization is 
matched only by Jersey’s, also has a 
leg knee-deep in gold in the chemical 
business, turning out corrosion preven- 
tives, fertilizers, paint thinner, a rub- 
ber strengthener and a host of other 
petrochemicals, all of which have a 
very salutary effect on profit margins. 
Of Shell’s total sales of $1,269 million 
last year, no less than $125.8 million 
came from chemicals. 

Jersey's Happy. Biggest of them all, 
the world’s leading oiler, $5,371.8 
million (assets) Standard Oil Company 
(New Jersey) has no doubts about its 
or oil’s future. Said Jersey’s new presi- 
dent, Monroe Jackson Rathbone, 54, 
last spring: “We see no saturation point 
in the demand for oil. We are confi- 
dently looking forward to increased 
and new uses for our products.” Jersey 
had the statistics to back up Rathbone’s 
statement: last year it spent more than 
$500 million to increase productive ca- 
pacity, improve product quality and 
produce new products. This year it will 
spend another $500 million. In the first 
three months of this year, it racked up 
the largest first-quarter profits in its 
history, partly due to a hike in the price 
of world-wide petroleum products. The 
increase came on top of the record-high 
$553 million net that Jersey’s unique 
“working” board of directors (who sit 
on no other boards, come in to work 
every day) mined from the parent com- 
pany’s and its 160-odd affiliates’ total 
income of $4.3 billion last year. 

Jersey’s size keeps its growth grad- 
ual, but its very hugeness guards it 
against the industry's ups and downs. 
Last year it accounted for 14% of the 
world’s supply of crude oil and 15% of 
all refining. Its net crude output aver- 
aged 1,241,000 barrels a day in the 
Western Hemisphere and 359,000 a 
day in the Eastern Hemisphere. Re- 
finery runs were equally staggering: 
1,581,000 barrels a day in the Western 
Hemisphere and 334,000 daily in the 
East. Worldwide, it produces 83.5% of 
the oil it refines; in the U.S., 55%. 
Through Creole, it holds the largest 
reserves in Latin America; through Im- 
perial, the leading position in Canada; 
and through 72%-owned Humble, the 
largest crude reserves in the U.S. With 
its huge size and extremely efficient 
marketing organization, Jersey Stand- 
ard could indeed face the future with a 
smile. 








THE REFINERS 





EARLY GULF TANK WAGON 


PROFITS PINCH 


Caught between firm crude and wilting refin- 
ery prices, the crude deficit refiners have 
been hurt. Though less bloody, the crude sur- 


plus operators 


ADMITTEDLY playing on the attention- 
getting potential of the H-Bomb, the 
Richfield Oil Co. last spring began 
touting its premium ethyl gasoline as 
“hydrogen-powered.” One wag, noting 
that hydrogen is also a “vital chemical 
element” in water, wondered if Rich- 
field researchers had finally got oil and 
water to mix. 

Investors, however, last month were 
acting on the sound principle that oil 
and water should never mix. Because 
of their diluted profit margins (see 


are licking some wounds, too. 


chart), six crude deficit refiners*, on 
average, were selling only 33% above 
their 1953 low. The crude surplus 
producers, largely because of their 
more stable profits spread, were faring 
much better. On average they were 


*The six: Richfield, Pure, Tide Water, 
Cities Service, Sinclair and Sun. Crude 
deficit operators produce less crude than 
their refinery needs. Crude surplus opera- 
tors produce more than their refinery 
needs, Continental, Humble and 
Sunray. 


el 
€.§., 


selling 38% above last year’s low, a gain 
just about equal to that of the Dow 
Jones industrials. 

Glitter and Glut. What has alloyed 
the Big Board glitter of the crude 
deficit refiners, some of which, only a 
few short months ago, were going at 
as much as 18 times earnings? In es- 
sence, too much of a good thing, as 
Union Oil Co. President Reese Taylor 
noted last year when he told Forses 
that the industry’s biggest stumbling 
block this year would be in coping with 
the transition “from short to abundant 
supplies of petroleum products.” For 
crude deficit operators especially, the 
switch has become a squeeze. Par. 
tially because of overexpanded refinery 
capacity, partially because of the slow- 
down in the economy as a whole and 
over-enthusiastic projections as to what 
consumption would be, gasoline and in- 
dustrial and light fuels have glutted the 
market, correspondingly depressing 
prices. 

According to the American Petroleum 
Institute, average refinery prices have 
skidded to $3.63 per barrel—their low- 
est point since March 1953. Crude 
prices, on the other hand, thanks in 
part to cutbacks in oil field allowances, 
have remained relatively stable. Hence 
while crude deficit refiners such as 
Cities Service, which buys about 60% of 
its refinery needs outside, are paying 
about $2.82 per barrel for crude, their 
profits spread—the difference between 
the field cost of petroleum and the 
average wholesale price—has slipped to 
82c per barrel, the lowest point since 
1949. As recently as January the aver- 
age spread was $1.04. Last year it 
was $1.06. Hence, at the six months 
mark this year, and perhaps indicative 
of even worse news to come, some 
crude deficit refiners’ income sheets 
were a little the worse for wear. 

Though Richfield Oil’s half time sales 
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NINE REFINERS AND HOW THEY RUN 
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Margin on Book Value 
Rank % Rank % 


Average Average 
Dividend 
Payout 


Rank 


5- Year 
Total Profit on Book Dividend Book Value 
Assets Margin Value Payout Growth 
(Millions) % % % % 


o Rank % 

CRUDE DEFICIT 
$1,140.7 9.6 
1,102.8 6.3 
468.8 92 119 
383.1 10.4 9.2 
362.4 92 118 
261.7 22.4 17.4 


10.4 
10.6 


47.0 
38.3 
15.9 
40.8 
39.8 
49.1 


Sinclair 
Cities Service 
Sun 

Pure 

Tide Water 
Richfield 


41.7 
37.6 
62.7 
43.0 
35.0 
45.7 


13.1 
13.2 
12.7 
11.8 
12.0 
18.3 


41.0 
33.6 
15.7 
34.4 
39.7 
50.9 
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10.8 11.4 39.9 41.4 
CRUDE SURPLUS 
$1,186.3 19.4 

409.4 11.7 
292.3 28.5 


AVERAGE 13.1 36.6 





16.3 
13.9 
15.1 


49.8 
61.9 
47.2 


Humble 
Continental 
Sunray 


40.1 
27.6 
66.4 


20.0 
14.1 
28.1 


16.9 
15.1 
15.8 


15.9 


53.3 
59.1 
53.3 


17.9 53.7 39.5 


55.6 | 
*Percentage figures show performance over last five years (right) and the latest fiscal year (left). Numerical rankings convert 


five-year percentile score into index numbers for comparison. These in turn are combined into composite rankings to compare 
overall performance records of the companies. 
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dimbed from $99.2 to $102 million, 
pretax net dropped to $20.2 million vs. 
$24.1 million the year before. Cities 
Service's net dropped 17.1%. Because 
of “more severe competitive condi- 
tions,” Union Oil’s net dropped slightly 
to $17.6 million, while total income in- 
creased 11.5% to $178.3 million. Not all 
of the refiners’ half time reports were 
bad, however. Sinclair's pretax profits 
spurted from $39.4 to $49.5 million, 
thanks largely to a 10% increase in 
production, which moved from a daily 
average of 125,758 to 129,989 barrels. 
And perhaps even more important, 
President Percy Spencer told stockhold- 
ets that his prices had remained rela- 
tively firm. Sinclair sells largely to “tank 
wagon” markets, deals not with whole- 
salers but directly with service stations 
and domestic heating consumers. But 
even with Sinclair all was not beer and 


kittles. In July pressure on prices be-. 


came so great that its tank wagon mar- 
kets began to buckle too. 

Allowables Dent. With gasoline stocks 
at a towering 15% above last year’s lev- 
els, most refiners began throttling down 
refinery runs. Standard of New Jersey, 
for instance, cut back July and August 
runs to stills by about 35,000 barrels 
daily. But some observers, pointing out 
that a substantial part of the industry’s 
inventory bulge was locked in pipe- 
lines, the capacity of which has mush- 
roomed greatly since last year, coun- 
sled that things were not quite so bad 
as they looked. Still there was no doubt 
that it would take slowly reviving de- 
mand a good while to work off the in- 
dustry’s bloated stocks and that the 
glut had dented earnings. 

Nor was the Texas Railroad Commis- 
sion overly optimistic last month. 
Though it boosted September allow- 
ables slightly to 2,792,276 barrels a 
day, Commissioner William J. Murray, 
Jr. noted that the “cold economic facts” 
are bound to force a slowdown in U.S. 
production. The Commission and other 





regulatory bodies in the Mid Continent 
states have been doing their best to 
keep crude prices stable by clamping a 
rigid ceiling on allowables. 

Since last April the Texas Commis- 
sion, for instance, has whittled permit- 
ted production by a massive 400,000 
barrels daily. Perversely, though the 
cutback has helped keep crude prices 
firm, it has also nicked the earnings 
of producers like Humble who draw a 
big percentage of production out of 
Texas’ pro-ratable fields. In the first six 
months of this year, Humble’s net daily 
average production dropped to 341,900 
barrels, vs. 364,300 barrels last year. 
Because production overhead is quite 
rigid, the cutbacks in allowables have 
given crude producers less lebensraum 
over which to spread costs. In the first 
half of this year, according to Humble 
President Hines Baker, his company, 
70% of which is owned by Standard of 
New Jersey, could work its Texas dig- 
gings only 56% of the time. Pumping at 
maximum efficient rates, Humble, says 
he, would have been able to produce 
about 50% more crude than it actually 
metered. 

Largely because of the rise in unit 
costs, forced by the cutbacks, Humble’s 
six months’ pretax profit margins 
dropped from 24.4% to 22.7%. Crude 
surplus operator Continental Oil, which 
last year mined 107 barrels for every 
100 run through its sprawling refin- 
eries, was tarred with the same brush. 
At the six months mark it had managed 
to bring only 11.6c out of its sales dol- 
lar down to pretax net, vs. 12.8c last 
year. Sunray, whose net crude ratio 
last year was a towering 177%, was 
similarly troubled. 

Moreover, while the cutback in al- 
lowables has helped to reinforce the 
anvil against which the deficit operators 
are caught—the price of crude—it has 
also added impetus to the hammer blow 
of high manufacturing costs. Cut off 
from their own captive production, 


FIRST STANDARD OIL FILLING STATION (1912): 
between the anvil and the hammer, crude facts 
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CRUDE DEFICIT COMPANIES, though 
their sales have been growing faster, 
are more vulnerable than crude surplus 
refiners to petroleum market price 
swings, hence their profit margins have 
not held as firm. Crude surplus oper- 
ators, however, have proved not en- 
tirely immune to rising operating costs. 


most crude deficit refiners have been 
forced to buy an even bigger per- 
centage of their crude needs in the 
open market. Alternatively, of course, 
some began to rely more heavily on 
cheaper imported crude. Most of the 
international producers, however, have 
cut back imports. This has helped to 
safeguard domestic crude prices. The 
move has also eased crude surplus pro- 
ducers’ fears that the soft price virus in 
refinery products may spread to crude. 
Since surplus production is at the mercy 
of the open market, for crude excess 
producers like Sunray, this is a con- 
summation devoutly to be avoided. 
Sunray's Bent. But it is a crude fact 
that in the oil industry, crude means 
money, and Sunray, which last year 
pumped 177 barrels of crude out of the 
ground for every 100 barrels it proc- 
essed, is a money maker indeed. Sunray 


5 last year spudded in a slightly higher 
f percentage of dry wells (about 28%) 
= than either Humble or Continental 


(about 26% each) but its single-minded 
search for still more crude has been in- 
successful. Production last 
year dropped about .6% vs. a 3.2% in- 
crease for the industry as a whole. But 
President W. C. Whaley has a big 
stake in oil-soaked Alberta and British 
Columbia. He is currently wildcatting a 
sprawling 4,000,000 acre tract north of 


' the border with Pacific Petroleum Ltd. 


This kind of hunting takes plenty 
of money. In the first six months of 
this year, Sunray’s intangible drilling 
costs averaged out at about $1.40 








a share, only slightly less than bigger 
Continental's $1.60 per share. Last 
year Sunray pumped $30 million of its 
$33.5 million total capital expenditures 
into production facilities. Because of 
the softness in current markets, how- 
ever, it has slowed drilling on leases 
that have already been proved as to 
reserves. At its market price of about 
19% last month, according to Wall 
Street’s Shaskan & Co. Sunray was sell- 
ing at about 65c per barrel of esti- 
mated reserves, almost 10% and 20% be- 
low better known Continental and 
Humble, respectively. 

This may be a reflection of investors’ 
conviction that highly-leveraged Sunray 
(its long term debt is 21% of capitaliza- 
tion, vs. 4% for Humble and 15% for 
Continental) and its surplus production 
are more vulnerable to petroleum mar- 
ket price swings than either Continental 
or Humble. The former is almost a 
crude producer on balance, while the 
latter tickets a major part of its output 
to Jersey Standard under a long-term 
sales contract. Actually, a good part of 
Sunray’s output is also captive. About 
half of the throughput at Sunray’s Al- 
lan and Duncan (Okla.) refineries is 
shipped to Pure and Socony Vacuum. 
Too, Sunray earmarks most of the 
output of its Santa Marta (Calif.) 
production to General Petroleum. And 
in addition to a relatively small but vig- 
orous upgrading program, Sunray last 
year further buttressed its manufactur- 
ing position by buying into the Sun 
Tide Refining Co. at Corpus Christi, 
which will digest and transmute most 
of its Gulf Coast production. 

Humble's Pie. Almost ten times Sun- 
ray’s size, monolith Humble Oil, which 
straddles the U.S.’s biggest reserves (an 
estimated 2,500,000 barrels), last year 
produced 147 barrels of crude for every 
100 barrels run through its refineries. 
Humble is probably best known for its 
production virtuosity. Last year it hit 
paydirt in almost one out of every four 
of its wildcat ventures, vs. one out of 
every five for the industry as a whole. 
But President Hines H. Baker cannot 
help but suppress a sly grin at the fact 
that Humble, though its marketing in- 
vestment is relatively small, last year 
sold about 16% of all the gasoline that 
moved through Texas’ retail outlets, 
wound up as the Lone Star State's 
premier marketeer. In 1945 Humble 
ranked fifth. Though the breakneck 
pace at which most Texans drive would 
seem to belie this, actually Humble’s 
outside (i.e., non-Jersey Standard) gas 
sales bring in only a relatively small 
percentage of gross. 

Humble’s main pursuit, of course, is 
production. Last year’s output, partly 
because of the cutback in allowables, 
partly because of sticky market condi- 
tions, increased—but at a pace below 
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FOR MOST REFINERS, the higher the crude ratio, the higher the profit margin. 
The most striking exception to this rule of thumb is Richfield, whose relatively 
high profits spread is due primarily to its short, California-centered transportation 


and distribution lines. 


that of the industry as a whole. Rev- 
ving up production, when the market 
clears, should prove no problem for 
Humble and it will probably be able 
to do so at relatively lower costs than 
competitors. A good portion of its re- 
serves were blocked out in the years 
when exploration bills ran considerably 
smaller than they now do. 

Humble, however, is doing more 
than just living off its fat. Drilling off- 
shore several months ago near Grand 
Isle (La.), its floating rigs punched 
into a major sulphur deposit. 

Canny Conoco. Such lucky strikes as 
Humble’s, however, are rare, and off- 
shore wildcatting is considerably more 
expensive than the land-based variety. 
Partly because of the bigger expense 
involved in offshore prospecting, partly 
because it has had to push its wells to 
greater average depth elsewhere, Con- 
tinental Oil's intangible drilling costs 
at the six months mark shot to $1.61 
per share ws. $1.23 last year. Further 
proof, if any was needed, that Contin- 
ental’s treasure hunting is moving at a 
hot pace showed up last year; when 
President Leonard F. McCollum wad- 
ded almost 70% of his $85 million total 
capital expenditures into production, an 
increase of about $3.5 million. 

And although McCollum; whose pre- 
tax profit per barrel of product sold 
ranks as one of the industry’s highest, 
spent about $10 million less. last year 
than in 1952 on refinery and pipeline 
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operations, what he did spend was cal- 
culated to exert maximum effect. Ex- 
pansion and modernization of Conoco’s 
Lake Charles Refinery from a rated 
daily capacity of 11,000 to 34,000 bar- 
rels daily, with emphasis on upgraded 
residuals, helped double its petrochem- 
ical sales. Though Continental’s refined 
product sales, backed by shrewd mer- 
chandising, last year increased 13%, al- 
most 2% times the industry average, the 
company is not without distribution 
problems. 

Where possible, it sticks to cheaper 
water transportation and pipelines. But 
its derricks sprawl over 14 states, are 
hooked up with eight different refin- 
eries. Continental last year got some 
relief from the newly-built Platte Pipe 
Line, in which it holds a 20% interest. 
The line snakes from Worland (Wy- 
oming) to Wood River (Ill.) and has 
provided an outlet for previously 
in wells in the Rocky Mountain area 
Thanks largely to it, Continental last 
year was able to boost net daily aver 
age production of its Wyoming 
by 7,500 barrels, thus in turn was 
abled to offset allowables cutbacks 
its proratable Texas fields. 

Richfield's Redoubt. Though its profit 
margins have been on the downgrade 
since 1950, Continental’s average Pp! 
spread, like that of most crude surp! 
operators, outweighs those of the crude 


deficit operators (see chart). To this 


rule of thumb, however, there is one 
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notable exception. Richfield Oil, de- 
gite the fact that last year it drilled 
ghigher percentage of dry holes (43%) 
than the industry as a whole, brought 
$43.5 million down to pretax net. This 
was $2 million more than Tide Water 
Associates rang up on sales of $473.4 
nillion, an amount nearly double Rich- 
fed’s total income of $202 million. 
Perhaps as much in recognition of 
this as the fact that Richfield is closely 
held (Cities Service and Sinclair each 
own about 31% of the company’s out- 
standing common), investors last month 
were paying about $13 for each barrel 
of the company’s production. This was 
oily $1 less than they were shelling out 





Nor does Richfield’s relatively high 
debt ratio of 30%, surpassed among the 
najor crude deficit operators only by 
(ities Service’s 46.9% and Sinclair’s 
4%, seem to have overly worried in- 
vestors. 

At least part of Richfield’s superla- 
tive profits showing is due to natural 
causes. Currently all of its production 
is centered in California, moves to the 
finery at minimum transportation 
costs. Also due to its lush California 
properties, Richfield’s crude ratio is 
seond only to Union Oil’s. Though 
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for highly-regarded Phillips Petroleum.: 
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1946 1953 


SINCE 1946, oil has gone on one of the 
greatest expansion programs since Spin- 
detop. The chart above, in thousands 
barrels, shows the amazing growth 
™ production that the industry has 
ichieved. Refining has also pressed for- 
luard. At the beginning of last year, 
*) Mars-like refineries could be found 
“r08s the U.S., with a total daily ca- 
picky of 7,638,661 barrels. 
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pieced out by low cost purchases from 
the rich field which it developed for the 
City of Long Beach, Richfield’s produc- 
tion has been on the downtrend since 
1951. © * 

Still the company is no sluggard 
when it comes to exploration. Its oil 
hunting costs are about average. But 
Richfield last year proved itself some- 
thing of a maverick among the oils 
when ran up an excess profits tax bill 
of $2.4 million. Richfield has not been 
content to stick to its California last. 
From Cities Service subsidiary Peruvian 
Pacific Petroleum, last year it acquired 
a 50% working interest in 152,000 acres 
in Peru’s untried Sechura Desert and 
still other concessions in the Upper 
Amazon Basin. Should its Canadian 
lease holdings pan out, Richfield will 
have even bigger hopes of bursting out 
of its California production cocoon. 
Perhaps because of their holdings in 
Richfield and its Golden State baili- 
wick, neither Cities Service nor Sin- 
clair have found it necessary to move 
into the West Coast area. 

Sinclair's Upgrade. Of Richfield’s two 
owners, Sinclair shows the lower crude 
ratio. Still, since 1947 President Percy 
Spencer has boosted production about 
42% vs. 27% for the industry as a whole 
and only 17% for Cities Service. Sin- 
clair’s prolific Venezuelan deposits, 
which last year accounted for about 
10% of total production, have proved 
a big help and Spencer sees still more 
“favorable prospects” north of the bor- 
der, although to date he has got rela- 
tively little production from Alberta’s 
Camrose Field. 

He:.also has high hopes for the 
concessions he recently nailed down 
in Ethiopia and Italian Somaliland. 
Though fighting a relatively static 
crude ratio, Sinclair last year shot a 
bigger than usual percentage of capital 
expenditures into its refinery account. 
To upgrade product quality (and profit 
margins) Spencer is counting heavily 
on a new $16 million cat cracker at 
Marcus Hook (Pa.), new fractionating 
towers and a catalytic reformer at his 
East Chicago refinery. This upgrading 
activity will hurt Sinclair not at all. 
Last year it averaged only $5.15 per 
barrel of product sold, only slightly 
more than the $5.10 it rang up in 
1949. 

The Jones Boy. Faster growing than 
Sinclair or any other crude deficit re- 
finer, Cities Service total income has 
expanded almost 60% since 1949. Early 
in its corporate life, Cities Service 
branched out into the utility field, has 
consequently been in the unenviable 
position of converting itself into a full- 
blown, world-girdling — oil;) company 
while still caught in-clutches:;of the 
Public Utility Holding Company Act. 








FORGOTTEN ERA: 
today, plenty and some to spare 


partly because of its utility ties Cities 
Service in the past decade has used a 
good portion of its earnings to expunge 
accumulated preferred arrears and de- 
bentures. Between 1947 and 1950, for 
instance, long term debt was pared 
from $487 to $355 million. 

Cities Service’s own pounding growth 
pace, however, could not be denied 
seed cash and by the end of last year 
long term debt was again climbing, and 
hit $461 million, a staggering 46.9% of 
capitalization. Interest charges alone 
last year ran $3.75 a share (the com- 
pany earned $13.05). As President Al- 
ton Jones, who soon hopes to be free 
of his SEC-enforced thralldom, sloughs 
off his last two remaining utility prop- 
erties, his consolidated debt will drop, 
and probably will be whittled even 
further with the proceeds of the sales. 

But Cities Service’s biggest problem 
is its low crude ratio, which last year 
improved only 2.8% vs. an average in- 
crease of about 10% for the other five 
major crude deficit companies. Because 
it has to buy so much of its crude needs 
outside, the company’s pretax profit 
spreads, which have been declining 
since 1950, have run relatively low too. 
Despite its nigh-unappeased thirst for 
crude, however, Cities Service has 
sluiced only a relatively meager 30% of 
total capital expenditures into produc- 
tion facilities since 1949. During the 
first half of this year, however, “Pete” 
Jones’ exploration crews, working over- 
time, brought in about 15 promising 
discovery wells. Cities Service cau- 
tiously admits that the new wells have 
improved its reserve position plenty. 

In:spite of its crude lag, and perhaps 
in» tribiite to\its fast expanding natural 
gas business, which last year accounted 
for!abbut.L7%. of total income, investors 


‘Saddled with a heavy debt load, Jast month were paying out about 63c 
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-——LABOR RELATIONS 





The Too-Easy Way 


A mytTH, said Mr. Webster, the 
dictionary man, “is a person or thing 
existing only in the imagination.” 
Though the field of industrial rela- 
tions is a relatively new “thing,” it 
has become encrusted with layer 
upon layer of imaginary notions, 
concepts and downright distortions. 

Recently, a well-known industrial 
relations man with a research bent 
began to collect the myths in labor 
relations. He is Howard Kaltenborn, 
vice-president of the Industrial Re- 
lations Counsellors Service, a con- 
sulting outfit to some of the: nation’s 
top-flight companies. Kaltenborn’s 
melange of myth shows how ad- 
dicted we have become to the “one 
sentence solution” to so many of our 
problems. Like this one: 

The Myth of the Panacea: “We 
seem destined always to seek the 
single answer to the human relations 
problems in industry. This country 
is filled with too many people who 
advocate that the final solution, sim- 
ple and all inclusive . . . is to be 


found in some one specific formula 
or program.” 
A good example of the panacea 


approach are the advocates of profit 
sharing. Scratch an employer who 
has adopted this form of wage pay- 
ment to employees and he'll attribute 
all his good fortune to this one cap- 
sule. Mention the fact that more 
profit sharing plans have been aban- 
doned than adopted in the past ten 
years, and he'll suddenly develop all 
the symptoms of the hard-of-hear- 
ing. 
The Myth that the Profit Motive 
Is the Root of our Industrial Re- 
lations Problems: “Despite all the 
evidence to the contrary, a surpris- 
ingly large number of people con- 
tinue to believe that elimination of 
the profit motive would improve 
employee productivity, eliminate 
strikes, reduce absenteeism and im- 
prove morale. That such beliefs fly 
in the face of both experience and 
logic has not been sufficient to lay 
them at rest.” 

Kaltenborn points out that people 
who work for the government (na- 
tional, state, local) are certainly not 
minions of the capitalist. Yet, morale, 
absenteeism, productivity among 
these employees can hardly hold a 
candle to the conditions prevailing 
in private industry, as comparative 
labor turnover ratios show. The ex- 
perience of Great Britain during its 
brief flirtation with nationalization 


should have laid 
this myth to rest 
once and _for- 
ever. A Harvard 
University study 
by William War- 
ren Haynes had 
this observation: 
“Government ownership did not 
solve the problems of strikes despite 
continuous increases in wages and 
improvement of working conditions.” 
Nationalization in France brought 
this comment from Adolf Strumthal, 
writing in the Journal of Political 
Economy who “. . . doubts national- 
ization has [improved] labor rela- 
tions.” 

The Myth that Better Human 
Relations Exist in Small rather 
than in Large Companies: The true 
if naive test of good labor relations 
for the small employer is: “I call my 
employees by their first name. The 
employee in many cases replies in 
kind, with a few unprintable under- 
his-breath epithets to boot. Men who 
study labor relations pretty much 
agree that the rankest examples of 
exploitation and unrest are to be 
found in the companies where the 
“boss,” because of the small opera- 
tion, has every opportunity for cam- 
araderie with his employees. 

The Myth that the immediate Su- 
pervisor Is the Company to his Em- 
ployees: While no one doubts that 
the supervisor is an important factor 
in shaping employee morale, the 
general policies of the company, be- 
havior of its brass, reputation in the 
community, all contribute to the 
worker's esprit de corps. 

Recently, a large company con- 
ducted an attitude survey and dis- 
covered to its surprise that em- 
ployees were quite critical of im- 
mediate supervison but were much 
more favorably disposed towards 
“the company.” Of course, a worker 
may also be very unimpressed with 
the front office, but very attached to 
his supervisor. 

The Myth that you Can't Teach 
an Old Dog New Tricks: “Some or- 
ganizations persist in imposing age 
barriers on promotions and new 
hires. On some grounds such policies 
may be sound but to the extent that 
they are based on the premise that 
you can’t teach old dogs new tricks, 
the policies are at least questionable. 
You certainly can’t teach an old dog 
new tricks unless you know more 
than the dog.” 


Lawrence Stessin 
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per barrel for the company’s estimatej 
reserves and about $12 per barrel fy 
production. This was about 18% an 
18% more, respectively, than they wer 
paying for Pure. The latter's 5554 
crude ratio, among the crude defici 
companies, is second only to Union 
73%. 

Pure's Load. Pure’s debt load is, 
relatively small 7.4% of capitalization 
its growth pace a not very rapid one, 
Chicago-based, the company has ip. 
terior crude feeding and marketing 
lines, refines in Texas, West Virginia 
Michigan and Ohio, sells in the South. 
east and Great Lakes states. Pure’ 
estimated oil reserves are overshadowed 
by most of the major crude deficit re 
finers. But its gas holdings have been 
put at 5,200 billion cubic feet, a figure 
which is surpassed only by Phillips’ and 
Cities Service’s reserves. Among Pur's 
most prolific rated gas properties ar 
the Eugene Island field and the Rold- 
over field, both in the Gulf of Mexico, 

. and Tide Water's. In combin- 
tion with Continental and Cities Ser- 
vice, Tide Water Associated has alw 
taken the offshore plunge. Debt fre 
since 1950, the company is more tha 
50% closely held by Pacific Wester Oil 
and Mission Development, the twin 
keystones of Paul Getty’s oil empire. 
Dave Staples, who is a director in both 
of the Getty companies, inherited 
portfolio of problems when he acceded 
to the Tide Water presidency last year: 
Chief among them is transportation. 
Tide Water produces in Oklahoma 
Texas and Louisiana. Two of its fow 
refineries are in California, another is 
in New Jersey. But Staples, who hus 
for the time being shut off Tid 
Water common dividends, has: prom: 
ised stockholders a major shake-up i 
every division of the company and i 
holding on to his cash the better to pu! 
his master plan into effect. 

Among other things, Staples ha 
blueprinted a new refinery, which is 
be spotted somewhere on the Eat 
Coast. He is currently writing off Tid 
Water's Bayonne (N.J.) plant to ob- 
solescence at a cost of $400,000 | 
month. In the first six months of thi 
year, after taxes, this charge whittled 
per share net by about 5c. 

Sun's Shadow. Long since embarked 
on a continuous capital investment pm 
gram, closely-held Sun Oil in the 
five years has plowed virtually all 4 
its earnings back into plant. Though i 
has paid out an average of only 19 
of net to stockholders in the last 4 
years, Sun’s book value has expand? 
63%, well ahead of second-rankit 
Richfield’s 46%. Sun has restricted 
crude hunting to the U.S. and Canae 
has missed no chance to improve 1 
ing and upgrading techniques. 
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PRODUCTION 


THE BIG THIRST 


In the unrelenting global quest for oil, 


the stakes are large but so are the spoils. 


Om seekers are world explorers whose 
unquenchable thirst knows no season 
wd endures all difficulties. The first 
geologists to scour Saudi Arabia clothed 
themselves in the flowing robes of the 
Arabs, grew beards to hide their. for- 
eign faces and lived in native tents. 
Even today, the petroleum prospector 
lugging his portmanteau of maps, gravi- 
tometers, magnetometers and seismo- 
gaphs must learn to shun sun blindness 
in the Sahara, frost bite in the Arctic 
and jungle rot in Africa. 

But the violent caprices of nature and 


ico. man do not stop the oil seeker. This 


year, from Persia to Peru, oil compa- 
Mies are combing nearly every obscure 
comer of the world—and many familiar 
mes—for new oil pools. Thus, American 
ail men, although not neglecting their 
own backyards, recently joined the 
British to move drilling rigs into the 


ire poisoned vines of New Guinea jungles. 


Meanwhile, the U.S. Navy, anxious to 
develop strategic new naval oil re- 
serves, has completed a $56 million oil 
 xploration program in the Arctic tun- 
dra. On the other side of the world, 
Gallic oil men have been pouring mil- 
lions of dollars into drilling exploratory 
oil wells everywhere from the Pyrenees 
to metropolitan Paris itself. 

The Big Gamble. What must oil find- 
as wager to pluck out these most lu- 
crative of all the secrets of nature? 
First, expensive geological surveys. 
Then highly chance wildcat wells 
which cost from $250,000 to $1 million 
apiece. Yet, of these, 8 out of 9 will be 


dry holes—a total loss. The odds, it has 
been calculated, are only 1 in 16 on 
hitting a very small oil field, less than 
1 in 50 on bringing in a new pool in a 
small field, 1 in 300 that the drillers 
will strike a medium field, and roughly 
1 in 1,000 that they will make a major 
strike. 

On the fact of it, these odds may 
make it appear that the oil hunter is 
playing an impossible, losing game. But 
they are cushioned somewhat by a 
handsome immunity to the tax collec- 
tor’s bite. 

Under present tax laws the oilers can 
siphon all “intangible” drilling costs, 
the labor, supply, fuel and repair 
charges which frequently average as 
much as 70% of the total exploration 
and drilling tab, out of current income. 
In addition, and this has been a great 
spur to really wild wildcatters, the in- 
dustry writes off against current income 
all “dry hole” costs, both tangible and 
intangible. 

As in more conventional corporate 
bookkeeping, the oilers capitalize such 
tangible costs as pipes, derricks and 


. pumps, then depreciate them out of 


current income. The industry’s deple- 
tion allowance, which tax exempts 274% 
of gross receipts (up to 50% of net in- 
come), is good for as long as a property 
is producing. Less favored industrial 
writeoffs on a given piece of property 
or equipment last no more than 20 
years and, with accelerated amortiza- 
tion, for much shorter periods. 

Solid Shelter. Because of their nigh 


ALBERTA SIGN POST: 
new directions 


impervious tax shelter, the oils did not 
find EPTax quite the faceless bogey it 
appeared to other segments of the U.S. 
industry. In a recent comparison, for 
instance, David L. Babson & Co. 
matched up five crude producers’ 1953 
cash earnings (net income plus depre- 
ciation, depletion, dry hole costs, et al.) 
against that of five industrial compa- 
nies. Parlaying their tax code advan- 
tages, the five oilers managed to keep 
90% of their total cash earnings vs. only 
52.3% for the five industrials. All of the 
90% was hastily sluiced into either 
more exploration or more capital assets, 
which in turn produced still more cash 
flow. The tax bite, of course, was the 
decisive difference. On average the In- 
ternal Revenuers grabbed off only 9.9% 
of the crude producers’ cash earnings 
vs. 47.7% of the industrials’. 

The cumulative effect of the oil in- 
dustry’s tax blessings are even more 
eye popping. Over the last 17 years 
Amerada Petroleum, the U.S.’ largest 
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Superior Oil of California 
Amerada Petroleum Corporation 
Signal Oil & Gas Company 
Honolulu Oil Corporation 
Seaboard Oil Company 

Texas Gulf Producing Company 


GROUP AVERAGE 


SIX CRUDE PRODUCERS AND HOW THEY DO 





Ge ‘Book Value 
: Growth 
% % 


74.5 
61.8 
48.7 
32.9 
64.9 
49.4 


55.4 


24.7 
32.8 
39.2 
23.4 
38.1 


28.8 


*Plus 5% stock dividend in 1953. Not included: Monterey Oil Company, which was organized late in 1950, had assets of 
-14 million in 1953. Percentage figures show performance over last five years (right) and the latest fiscal year (left). 
Numerical rankings convert five-year percentage scores into index numbers for comparison. These in turn are combined 
nto composite rankings to compare overall performance records of the compan‘es. 
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AMERADA’S JACOBSEN: 
king of the wildcatters 


crude producer, had to ante up only 
3.9% of total income in taxes. The re- 
maining 96.1% was plowed back into 
the business. Over the same period, 
American Can, Caterpillar Tractor and 
U.S. Steel paid out an average of 41.3% 
of total income in taxes, held only 58.7% 
for reinvestment or dividends. 

Hence security analysts, well aware 
of the dynamism of the cash wells bub- 
bling deep within the oils, for compara- 
tive purposes, are more apt to conjure 
with cash flow income rather than 
reported. net. In effect, the latter, of 
course, is determined largely by how 
much drilling and exploration a com- 
pany logs. And for investors the answer 
to the question Which Oil Shall I Buy? 
is often another question: How much 
has cash flow income grown? 

Crude Cash. In general the crude 
producers have scored the biggest cash 
income gains. Over 1947-53, according 
to oil specialists John Herold & Co., 
eight major producing companies fat- 
tened their cash fiow by an average of 
101%, almost 10% more than a repre- 
sentative group of International oil 
companies, and almost 25% more than 
a similar sampling of domestic inte- 
grated oil companies. Among the pro- 
ducers, Superior Oil (up 108%), Ame- 
rada and Texas Gulf Producing (up 
about 77% each), chalked up handsome 
increases. 

Because they internally generate so 
much cash, most of the producers have 
either been able to keep their skirts 
free of debt (like Amerada) or at least 
have been able to pare their debt rativs 
more than somewhat. In 1947, for in- 
stance, Texas Gulf Producing and Su- 
perior. showed $1.27 and: $1.26 of long- 
term. debt, respectively, for every dol- 
lar of cash income on the books. Last 
year, respectively, they reported only 


46c and 72c worth of debt for every 
dollar of cash income, a reduction of 
64% and 48%. In this respect, both com- 
panies fared better than either the In- 
ternational Oils, whose long-term debt- 
to-cash income ratio dropped only 27%, 
or the domestic integrated companies, 
whose ratio increased 17%. 

Grow Game. Too, thanks to their 
massive cash plowbacks, the producing 
companies have got plenty of play from 
appreciation-happy investors. Since 
1947 the total market value of eight 
crude producers’ common stocks has ex- 
panded an average of 293%, much more 
than either the Internationals (up an 
average of 162%) or the domestic in- 
tegrated companies (up 185%). Sur- 
prisingly, though Amerada has long 
led the list of the Mutual Funds’ “Fa- 
vorite Fifty” (selling at around 179 
last month, the stock was going at 30 
times earnings and yielding a micro- 
scopic 1.7%), its 202% market climb was 
outstripped by Superior (up 454%), by 
Honolulu (up 312%) and Texas Gulf 
Producing (up 380%). 

This is a fair enough indication that 
the crude producers are virtually tailor 
made for oil investors who prefer long- 
haul capital gains to current income. 
For in the oils, dividend payout runs 
small. Since 1934, for instance, the 30 
companies in the Chase National Bank’s 
continuing study have boosted net 20 
times. Over the same period, cash divi- 
dends increased only eight times. 
Taxes, in part, have forged this dichot- 
omy. Had they mailed stockholders a 
bigger portion of earnings, the oils 
would have had salted away less ex- 
ploration and drilling cash, correspond- 
ingly would have to pay out a bigger 
share of net in income levies. 

Bit Bite. Oil\specialists John Herold 
& Co. claim that climbing capital drill- 
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WILLISTON WELL: 
just a checkbook—and money 


ing costs have also helped to cleave 
this gap between the oilers’ earnings 
and dividend payout. There is no doubt 
that capital costs have been climbing. 
Too, the oilers have had to grapple 
with lower productivity per well drilled. 
Last year, for instance, the industry 
lifted about 19.4 barrels of crude for 
every foot of hole spudded. Though a 
big improvement over the 1952 score 
of 16.5 barrels, last year’s figure was 
nonetheless the industry’s second poor- 
est showing since 1937. Further, the 
industry last year spent about $18.30 


.per foot of well drilled, vs. $17.75 in 


52, and $14.35 in *49. 

And domestically, crude is appat- 
ently becoming more and more difficult 
to find. The industry’s dry-hole ratio 
last year ran about 40% of all wells 
drilled, vs. 35% in 1946 and 24% in 
1951. This trend, too, however, may 
also reflect the back-breaking tax loads 
of the last five years. Dry holes, of 
course, can be completely written of 
against current income. 

Dry holes and spiraling drilling costs, 
however, are less of an occupati 
hazard overseas. Consequently, despite 
the imponderables of international pow- 
er politics, most of the crude producers 
have packed up their rigs and rough 
necks and moved off to the four ef 
ners of the world. 

Offshore. At home, however, perhaps 
the biggest exploration news is 
ing made in the tidelands region off the 
Texas and Louisiana coasts, where 
men have already sunk $300 million. 
As yet, the return is small, for a gros 
of only about $50 million. But neatly 


-all the majors are making a pitch in the 
tidelands, and one ofthe last big hold- 


outs, Gulf Oil, came into the pictur 
last spring with a $3 million bid for 
some choice leases. 
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ARAB CREW: 

















The rub, however, is the high cost 
of offshore drilling, which involves all 
the hazards of drilling on land plus the 
uncertainties of supplying water-borne 
crews. By all odds, the biggest head- 
ache for the oil hunter is his drilling 
tig; the oil companies are still looking 
for a way to operate in water more than 
40 feet deep without having to tie up 
millions of dollars in huge stationary 
platforms which sometimes must with- 
stand wind and waves of hurricane 
velocity. 

Drilling offshore is expensive: two to 
seven times the cost of drilling on dry 
land. What makes the gamble worth- 
while are such estimates as that of the 
National Petroleum Council, which 
calculates that, with normal develop- 
ment in the next five years, the daily 
production of all tidelands areas could 
teach a whopping 200,000 barrels a 
day. In addition, some geologists put 
an $80 billion value on the oil, gas, 
and sulfur that may be eventually 
mined from the Texas tidelands alone. 

This month, the Interior Department 
will open bids on offshore oil, gas and 
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BOOM IN THE DUNES (SAUDI ARABIA): 
from Persia to Peru, changing scenes and constant hopes 












sulfur leases—the first to be offered be- 
yond “historic” state boundaries. The 
department stands to reap a minimum 
of $11.5 million from its first venture 
in Continental Shelf oil and gas leasing. 
Meantime, the department has ap- 
proved the drilling of 65 wells on 
leases previously issued by Louisiana. 
Easy as Pie. Considering all the 
gambles and heartaches involved in the 
great search for oil, it would seem that 
wildcatting is a particularly hazardous 
profession. But one man does not find 
it so. He is Danish-born Alfred Jacob- 
sen, president of Amerada Petroleum 
Corporation. Spare and tall (6 ft. 1 in.), 
Jacobsen likes to say that finding oil is 
the easiest thing in the world. “All you 
need is a checkbook—and money in the 
bank. You can get a competent drilling 
contractor to do all the work for you 
and you wouldn’t even have to go near 
the place you were drilling. All you’d 
have to do is pick the place to drill.” 
Jacobsen has found it so “easy” that 
Amerada is probably the most famous 
oil seeker in the U.S. Amerada, which 
does nothing but seek, find and sell oil, 





is the No. 1 favorite of the investment 
trusts, last year showed estimated re- 
serves of about 131 barrels per com- 
mon share. And since producing crude 
is more profitable than refining it, 
Jacobsen, who concentrates solely on 
drilling, has a jump on the major com- 
panies which do both. Right from the 
beginning, the company has plowed 
almost every penny of income back 
into the ground. Book value per share 
has expanded 62% since 1949 ws. 55.4% 
for the crude producers on average. 

Amerada’s high batting average has 
not been lost on investors, who gladly 
pay a steep 30 to 1 price-earnings ratio 
for the privilege of getting its modest 
$3 dividend. But what they are really 
interested in is growth, of which Amer- 
ada has had a striking share. For ex- 
ample, $26 invested in Amerada’s com- 
mon in 1926 had grown to $940, count- 
ing stock splits, at 1952’s high of $285. 

Last year, Jacobsen’s men drilled, or 
participated with others in drilling, 329 
wells in the U.S. and Canada, the 
largest number in the company’s his- 
tory. All of this added up to gross rev- 
enues of $85.7 million and a net $5.85 
per share and a cash flow income of 
$14.60 a share. In this year’s first half, 
Amerada’s earnings edged up to $2.55 
vs. $2.52 per share last year. 

An even bigger crude producer than 
Amerada is Superior Oil Company of 
California, which suffered a setback in 
its earnings during the first nine 
months, when they fell from $29.69 to 
$19.73, largely because of higher drill- 
ing costs. The company punches more 
wells to below 12,000 feet than any 
other in the industry. And its conserva- 
tive practice of charging intangible de- 
velopment and property costs against 
current earnings tends to distort re- 
ported profits. 
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Despite a world oil glut,.consumption may butstrip ‘production ‘this year for the first time in the last four years. In the US., 
oil men will spend heavily for exploration, a charge that will consume much of the $2.2 billion ticketed for production. 











Western Wealth. Extremely success- 
ful among the oil seekers in Cali- 
fornia is Samuel B. Mosher, president 
and general manager of the Signal Oil 
& Gas Company. Selling at around 27 
on the American Stock Exchange last 
month, Signal has paid out only 19.6% 
of earnings since 1949, a ratio that is 
relatively low even for a crude pro- 
ducer and one that has yet to be com- 
pensated for in stockholders’ equity. 
The latter in the last five years has ex- 
panded a relatively meager 48.7% (see 
fractionator) . 

Perhaps because its growth pace has 
been a relatively plodding one, the com- 
pany’s common stock last month was 
trading at only an estimated six times 
per dollar of 1953 cash income vs. 
about 13 times for better known Ame- 
rada and about four times for smallish 
Pacific Western. Though Signal’s. pro- 
duction has been on the downtrend 
since 1951, President Mosher at the 
six-months’ mark this year nonetheless 
managed to ring up earnings of $1.43 
per share, up 18c from last year. 

Founded by steamship tycoon Cap- 
tain Matson, the Honolulu Oil Corpora- 
tion also struck its first paydirt in Cali- 
fornia. The adventurous Matson, who 
founded Matson Navigation Company, 
caught the oil fever on a visit to Ha- 
waii, enjoyed his first success with a 
healthy strike in California’s Buena 
Vista Hills, where Honolulu still pumps 
out about 20% of its production. But the 
big problem facing Albert C. Mattei, 
current president of Honolulu, has 
been an urgent search for crude re- 
sources to offset cutbacks forced by the 
Texas Railroad Commission in both the 
Slaughter and Wasson fields, his major 
sources of production. Mattei is now 
pulling one-third of his production out 
of the Gatchell Zone of the Coalinga 
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Nose Field near Fresno (Calif.) which 
Honolulu discovered in 1938, and he 
has his men out scouring the Canadian 
bush, particularly in Alberta’s Pem- 
bina Field, where Honolulu owns a 
one-sixth interest in 98,000 acres on a 
Crown reservation. 

Denver-born Russell Scott McFar- 
land, president of the Seaboard Oil 
Co. of Delaware is also eying the Pem- 
bina field, has an interest in 45,000 
acres in Canada. Meantime, while 
keeping up heavy drilling in the South- 
west, McFarland is not overlooking oil 
matters south of the border, plans to 
start drilling in Venezuela this year. His 
first half gross climbed 3.1%, but, with 
costs climbing, Seaboard’s pretax net 
fell 12%. Lower tax rates, however, al- 
lowed McFarland to keep his profits 
steady at 94c a share. 

Like Seaboard’s McFarland, Law- 
rence Stevens Reed, president of me- 
dium-size Texas Gulf Producing Com- 
pany, also believes in spreading his 
interests widely. Reed, who operates 
mainly along the Gulf coast (Texas, 
Mississippi, Louisiana), has extended 
himself to Canada and also has a 74% 
interest in the 5.2 million Crown Per- 
mit acres in Saskatchewan, operated 
by Socony. Last year, Reed organized 
his Peruvian subsidiary, Ganzo Azul 
Compania de Petroleo, which has 315,- 
000 acres in concessions. Reaping the 
benefits of the Headlee lease in Texas, 
Reed eased his net from $1.47 to $2.39 


eight in nine are dusters in the first half. 
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One of the latest comers to the gam- 
bler’s game is little (total assets: $33.4 
million) Monterey Oil Co., born three 
years ago and already a substantial 
producer. This year, President Howard 
C. Pyle pulled off the biggest deal in 
his corporation’s young life—the $52 
million purchase of the Fullerton Oi 
Co. In his expansion-through-purchase 
program, Pyle gets Fullerton’s big 
properties in the Fullerton Field of 
Andrews County, West Texas, as well 
as sites in California, Oklahoma, New 
Mexico and Wyoming. Pyle, whose 
company was started through the put 
chase of the Jergins Oil Co. in Calt 
fornia, has a policy of growing by buy- 
ing up proved leases, by the end 
last year had 43,700,000 barrels of oil 
reserves. Also in Monterey’s fast 
ing portfolio are two off shore 
which are expected to boost re 
materially. The first of these, ht 
jointly with The Texas Co., a 1,125 ae 
holding off Seal Beach, has alreat 
proved productive. And Monterey’s 
ploration teams are blocking out § 
another field off Newport Beach. 

Despite a 71% drop in nine- 
net (to 43c a share), caused in part BY 
heavier exploration costs, Monterey 2 
managed to keep investors’ fancies. ~ 

In July of last year, Lehman Bros. 
fered 339,733 shares of Monterey 
mon to the public at $24 a share. Op 
the Big Board last month, Monterey 
common was selling for 35% and at 4 
massive 62 times indicated earnings. 
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Underground Heat Wave 


“sparks up” sleepy oil 


In most “worked-out” oil fields, geologists 
estimate that more than 50% of the total 
amount of crude oil still remains inert 
within the “sands” around the old wells, 
obstinately resisting conventional meth- 
ods of recovery. 


Recently Sinclair scientists developed a 
new method of using underground heat 
to release such oil so it can be pumped to 
the surface. These field experiments, 
started in 1948, were the first of their kind 
to be tried by any major oil company. In 
1953 Sinclair was granted a U. S. Patent 
covering this new technique. 





Gas and air are pumped deep into the 
earth and ignited by a spark plug, causing 
a wave of fire which pushes the valuable 
oil toward the producing wells. This 
“underground heat wave” may increase 
Sinclair's recoverable crude oil reserves 
and add greatly to the value of old oil 
fields still under lease. It shows promise, 
too, of solving one of the oil industry’s 
most challenging problems; recovering 
some of the estimated 500 billion barrels 
of oil locked in the nation’s shale deposits. 


Sinclair’s “underground heat wave” is 
another indication of the Company’s con- 
tinued leadership in the highly competi- 
tive oil industry. 


SINCLAIR OIL CORPORATION © 600 FIFTH AVENUE ¢ NEW YORK 20, N. Y. 
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TOMORROW'S ROADS TODAY-— with 
lasting Highway Accessories of ALCOA ALUMINUM 


America’s highway officials, designers and contrac- 
tors—joined in a fight to meet demands for safer, more 
pleasurable driving —have a valued ally in Alcoa. 

From Alcoa mills comes a ready supply of alumi- 
num products. Their resistance to rust and corrosion 
eliminates all need for costly painting. Their high 
Strength-weight ratio makes designs more efficient 
and erection easier. 

Wherever tomorrow’s roads are being built, you'll 
see Alcoa® Aluminum in bridge railings and gratings, 


highway signs, markers and barricades, lighting 





standards and fencing. They’re specified becavs on 


they serve better, last longer, cost less to maintal = V 
‘ , - u 
Alcoa pioneered the alloys and the manufactur pant 
Mier an 

methods which made most of these highway produ 


possible. Information for your city, county or sl 
is offered in the booklet, Highway Accessories ' 
Alcoa Aluminum, Write: ALUMINUM COMPANY ! 
America, 2192-K Alcoa Building, Pittsburgh 19,! 


SOUTH CLAIBORNE AVENUE OVERPASS 
State of Louisiana, Department of Highways — Owners 
Masters & Henderlite, New Orleans— Designers 
Fawnsworth & Chambers, Houston —Contractors i 
Houston Iron & Steel Co., Houston — Fabricators of Aluminum Ra’ 
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= IGHWAY LIGHTING money goes 

intall inher with lighting standards of Alcoa 
“num. Corrosion resistance means 

cturilig painting; light weight makes erection 

Sit and less expensive. 
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BRIDGE RAILINGS of Alcoa Aluminum 
compete successfully with other materials 
on the basis of first cost, far outstrip them 
over the years because they eliminate all 
maintenance expense. 
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ALUMINUM COMPANY OF AMERICA 


Rail DRIVE CAREFULLY. ..THE LIFE YOU SAVE MAY BE YOUR OWN 
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DESIGNERS of today’s modern highways 
stress maintenance-freedom, specify these 
Alcoa Aluminum highway accessories in 
their plans. 


HIGHWAY MAINTENANCE men, tired 
of fighting rust, chipped signs and con- 
stant repainting, are replacing with lasting 
Alcoa Aluminum. 


HIGHWAY OFFICIALS can make their 
metal investment a lasting one by getting 
full information offered in the free booklet, 
Highway Accessories of Alcoa Aluminum, 


CHAINLINK FENCING strains no budgets 
for upkeep when it’s Alcoa Aluminum. 
Once installed, it needs no painting because 
it neither rusts nor corrodes. 








SIGNS, markers, barricades and delineators 
of aluminum are standard in 18 states. The 
number is growing as savings are proved 
on shipping, erection and troublefree service. 











Wuen John Sayles Leach became a 
traveling salesman for The Texas 
Company in 1917, the corporation 
furnished him with a fireman’s red 
Model T roadster (company number 
2777). Since the car of that era was 
not overly fast and the Leach sales 
territory was central Texas, an area 
as vast as a Texan’s imagination, 
Leach drove the roadster with the 
top down, the windshield back and 
hoped for a tailwind to help him 
along. 

Last summer Leach, now 63 and 
chairman of $1,869.5 million Tex- 
aco, was still driving with the top 
down and the windshield back. The 
Texas Company, today one of the in- 
dustry’s largest integrated domestic 
oil units and an important factor in 
the world petroleum picture, was 
also set for speed. While gaso- 
line stocks gurgled at dangerously 
high levels, Texaco, whose refinery 
runs average a higher percentage 
of gasoline than the rest of the in- 
dustry in general, still managed to 
romp across the six-months finish 
line with earnings of $97.5 million, 
a 13.4% jump over earnings for the 
same period of prosperous 1953. 

The figure looks even better when 
balanced against last year’s impres- 
sive totals. At the end of 1953, with 
Leach and President Augustus C. 
Long, 50, just ten months in office, 
Texaco lifted earnings to a new com- 
pany high of $192.6 million, paid 
out dividends of $3.40 (vs. $3 in 
1952) and hiked book value from 
$48.19 to $50.91. Texaco also 
smashed its previous records in its 
production, manufacturing and mar- 
keting operations. This year it 
topped banner 1953 by launching a 
gigantic expansion program that will 
see the company lay out $1 billion 
during the next five years. 

Texaco Twins. In managing the 
company, Leach and Long operate 
as a team, probably work closer to- 
gether than do chairman and presi- 
dent of almost any other U.S. cor- 
poration. Big, chatty John Leach 
handles the general policy work re- 
quired of a chairman, while Long 
has charge of the company’s numer- 
ous operating departments. Careers 
of both men have followed quite 
similar patterns. A “country boy” 
from Allen, Texas, Leach went from 
Baylor University (A.B., Class of 
1915) to a job on a Dallas railroad. 
But life on the railroad, despite 
the storied romance of roundhouses 
and runaways, did not appeal to 
Leach: promotions were slower than 


MR. CHAIRMAN: Texaco’s Leach 


the 3 A.M. milk train. In 1916, he 
joined Texaco as a bookkeeper in 
the sales department. Soon after- 
wards he went out on the road as 
a salesman and by 1929 had worked 
his way up to become sales manager 
for Texaco’s southern territory. Nine 
years later, he became a vice-presi- 
dent, and in 1952 he was installed 
as Texaco’s seventh president. 

Like Leach, Long (Annapolis 26) 
also left another career for Texaco, 
climbed the sales ladder. Beginning 
as a service station supervisor in 
Florida, he later bossed Texaco sales 
in Ireland and Holland, returned to 
the U.S. as a marked man in Tex- 
aco’s sales hierarchy. 











Texaco’s John Leach 


When they took over in 1953, 
Long and Leach faced some big 
problems. Under vigorous, aggres- 
sive William Sterling Sullivant 
Rodgers, Texaco’s chairman and 
chief executive officer for 18 years, 
Texaco’s assets had tripled and its 
crude reserves had been built up 
tremendously. But it also had a 
reputation for doing a_no-holds- 
barred kind of business that pro- 
duced results sometimes without re- 
gard for appearances or public good- 
will. Its executive staff, moreover, 
was beginning to show its age. One 
of Leach’s biggest jobs has been to 
develop younger talent to fill out 
the company’s management group at 
all levels, but most particularly near 
the top. At the same time he 
stepped up Texaco’s advertising and 
promotion effort and put new em- 
phasis on public and community 
relations. 

He has also given research a 
strong push. Two months ago, Tex- 
aco’s research and technical depart- 
ment was set up on an independent 
basis, and facilities at the company’s 
principal research laboratory at Bea- 





con (N.Y.) were expanded. “Re- 
search,” Leach is convinced, “will 
play an increasingly important part 
in an oil company’s operations in 
the future.” 

The Big Stretch. But Leach and 
Long’s most dramatic move came 
last spring. At the annual meeting 
in New York, Gus Long announced 
to stockholders a five-year program 
to expand Texaco’s crude reserves 
and build new plant and equipment 
at an eventual cost of more than $1 
billion. “We believe,” said Long, 
“that this investment program can 
be taken care of by funds generated 
within the company and that at the 
same time we can maintain reason- 
able dividend payments.” 

To kick off this ambitious move, 
Leach and Long had picked a time 
when Texaco was in tip-top financial 
shape. At year’s end, the company’s 
working capital had stood at a new 
peak, with cash and Government se- 
curities showing an excess of $147 
million over current liabilities. By 
following a conservative safe-but- 
sure dividend policy (not a miss 
since 1902), Texaco had been able 
to lay out $229 million for capital 
expenditures last year (vs. $224 mil- 
lion in 1952) paid for entirely out of 
retained earnings. 

This year, Texaco will plow back 
another $275 million into improve- 
ments, the greatest amount it has 
ever spent in one year. A major part 
of the cash will go into exploration 
to increase the company’s already 
huge crude oil reserves in the US., 
which now stand at an estimated 
2,046,000,000 barrels, one of the 
largest holdings in this country. 

The very large stocks of gasoline 
currently hanging over the market 
have not persuaded Leach and Long 
to diminish their gigantic expan- 
sion program. Although they have 
cut down on drilling slightly, 1954 
will still be a record drilling year 
for Texaco, which in 1953 sank 
1,461 wells, held an interest in 286 
others. But in manufacturing, Leach 
and Long decided to cut back re- 
finery runs last May, always have 
run only enough product to meet 
the company’s own requirements. 

Leach is quick to express his be- 
lief that the nation’s present high oil 
inventories could easily be slashed 
to manageable size in 30 to 60 days 
“if everybody did his part.” By 
which he means cutting back refin- 
ery runs, keeping crude stocks down. 
“The place to store oil,” says Leach, 
“is in the ground, not in a refinery.” 
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PETROCHEMICALS 










TIRES, BATH TUBS 
AND NYLON STOCKINGS 


By “upgrading” oil and natural gas, petrochemicals 
producers have reaped a bonanza out of all pro- 


THOUGH most businessmen were more 
plagued by production knots than sales 
problems during the era of full-blast 
production during World War II, they 
could not easily forget the rough go- 
ing of the slack Thirties just behind 
them. The best among them were alert 
to find ways of turning wartime ex- 
perience into postwar profits. In thus 
beating their swords into plowshares 
few succeeded better than veteran 
Arkansas oilman Colonel Thomas Harry 
Barton. 

Eariy in the war, an interesting bit 
of news filtered into the El Dorado 
(Ark.) headquarters of Barton’s small, 
integrated Lion Oil Company: its sub- 
stance was that the Government had a 
process for manufacturing synthetic 
ammonia from natural gas. The Colonel, 
who had access to plenty of natural 
gas, sensed a big opportunity, quickly 
betook himself to the capital. The 
Government, of course, wanted the 
ammonia to make nitrate for explosives. 
What Barton wanted, besides helping 
the war effort, was more experience in 
the chemical business. He saw a fine 
chance to diversify. Besides, would not 
the hungry soil of his Southland cry 
out for more ammonia-based fertilizer 
after the war? Weary but successful, 


OIL TECHNOLOGY (1879): 
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portion to the amount of raw materials they consume. 





the Colonel returned home, bearing in 
his briefcase authority to run a big 
natural-gas-into-ammonia plant that the 
Government had agreed to build in El 
Dorado. Thus did its eriterprising chair- 
man launch Lion Oil as a big factor in 
the fabulous petrochemical business. 

“After the war, Lion Oil bought the 
Government-owned plant. It thereby 
plunged as wholeheartedly into fer- 
tilizer chemicals as it had always done 
in oil—with results that have been more 
than gratifying to stockholders. For one 
thing, it helped Lion grow in 10 years 
from less than $20 million total assets 
to nearly $145 million. For another, 
Lion is these days relishing some of 
the juiciest profit margins (5-year aver- 
age 32%) among the integrated oil 
companies. 

Plenty of Company. For middling- 
sized Lion, its current $50 million in- 
vestment in petrochemical plants is a 
big stake. But Lion is far from finding 
itself alone in petrochemicals’ wild blue 
yonder. Lion’s anhydrous ammonia 
plant is only a very small segment of 
what has become a mighty industry. 
As far back as the ’20s Standard of 
Jersey had dabbled in petrochemicals, 
and by 1930 U.S. chemical makers 
were turning out chemicals based on 
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PHILLIPS RESEARCHER: 
out of the test tubes... 


oil or natural gas at the rate of nearly 
500,000 tons a year. But it was only 
1% of the chemical industry’s total out- 
put, and as such, a very small potato. 
War, however, changed the pace. 
When it did, the resulting growth was 
fabulous even by the _ giant-stride 
standards of U.S. industry at large. 
From an ambling start, petrochemicals 
had mushroomed by 1952 into a $2.7 
billion annual business in $3 billion 
worth of plants. Along a 600-mile 
crescent of the Gulf Coast from Baton 
Rouge (La.) to Brownsville (Tex.), 
convenient to petroleum and _ natural 
gas supplies, more than 40 plants 
spouted a golden flow of petrochemi- 
cals for industrial consumption. 

Why Oil? It was, of course, mainly 
wartime chemical and raw material 
shortages that shoved petrochemicals 
out of the laboratory into the multi- 
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LION’S BARTON: 
swords into plowshares 


billion-dollar class. But, equally clearly, 
it has been only on their merits that 
they have remained there and con- 
tinued to grow. Out of the war-primed 
research cornucopia tumbled plastics 
and bug-killers, fertilizers and deter- 
gents, synthetic fabrics and synthetic 
rubber; all could be produced con- 
veniently and cheaply from petroleum, 
natural gas or their respective by- 
products. While Lion concentrated on 
fertilizer, billion-dollar Phillips Petro- 
leum went after plastics, butadiene, 
detergents and nylon base as well. 
Shell and Cities Service, Standard Oil 
of Indiana, Socony-Vacuum and Union 
Oil went in for a wide range of chemi- 
cals. So did the regular chemical com- 
panies and, to a lesser degree, most 
other big oil firms, though none of them 
with so large a share of their assets as 
Lion. 

As a result of all this, 160 million 
Americans wear oil-based fabrics, ride 
on partly oil-based tires and many of 
them bathe in oil-based plastic tubs 
with oil-based detergents. But among 
these millions barely a handful under- 
stood the complex “cracking,” “syn- 
thesis” or “polymerization” processes 
whereby these liquids and gases are 
transformed into everyday, usable, solid 
matter. Nor is it likely that any oil or 
chemical company could muster a 
quorum of stockholders able to under- 
stand what goes on in the stark, ab- 
stract maze of pipes and tubes where 
this alchemical magic is wrought. The 
dollars-and-cents meaning, however, 
was plain for all to see. 

Bigger Dollars. For it was not merely 
as a new consumer of their gooey, 
many-colored crude oil that petro- 
chemicals were exciting to oil men; 
even in petrochemicals’ record year, 
1958, only 1% of U.S. petroleum out- 


put was soaked up by the chemical 
industry. What petrochemicals have 
done is to open a whole new line of 
business for oil companies at a time 
when diversification has become a 
prime canon of investment respectabil- 
ity. And it was a line about which oil 
men were loaded with knowhow and 
well-stocked with raw materials. 

But best of all, petrochemicals al- 
lowed them to “upgrade” their primary 
product, on the principle of adding dol- 
lars to the value of their raw material 
with pennies worth of processing. 
“With $50 worth of processing,” an oil- 
man was recently quoted as saying, 
“we can upgrade $10 worth of crude 
oil into $80 worth of ammonia.” Or, 
said he, produce $26-a-ton elemental 
sulfur from a previously valueless waste 
product. 

The same thing can be put in bal- 
ance sheet terms: for Lion, the roughly 
25% of its sales that nowadays comes 
from chemicals brings home 50% of its 
profits, a fact of no mean significance 
to Lion President Trueman Million 
Martin. While Phillips is more close- 
mouthed about its sales breakdowns, 
the avidity with which Chairman Ken- 
neth Stanley Adams drives to boost 
chemicals to 50% of his sales mix is 
proof enough of Phillips’ delight in 
chemical profits. 

Balance Wheel. What this profitable 
sideline can mean when things tighten 
up in the oil business is nicely illus- 
trated by Lion’s 1954 midyear report. 
Despite a squeeze in refined product 
prices, Lion’s per share earnings rose 
from $1.70 to $1.96. The explanation? 
“Sales from our E] Dorado chemical 
plant,” says Martin, “were higher in 
the first quarter than in any previous 
quarter. Prices’ for our chemicals are 
as high or higher than last year.” Mean- 
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PHILLIPS’ ADAMS: 
deeper into chemicals 


while, Lion has been getting its big 
new $31 million ammonia plant into 
production near New Orleans (La). 
No man to be outdone, Phillips’ Adams 
also broke in a new plant this year, 
reported fertilizer sales up 60%. Cheni- 
cals, said he, were “a determining fac- 
tor” in Phillips’ 7% earnings rise despite 
narrower refined products margins. 
Too Much? In an industry so utterly 
infused with the glistening magic of 
science and growth, it is sometimes dif- 
ficult to look at things with an unin- 
passioned, skeptical eye. Sober te 
search men have predicted a $7 or $ 


- aan bee 2 eee 




























|= | 



























billion plant expansion in petrochemi-§ Lu 
cals by 1962, which, when achieved, § at 
will mean that fully half of all US. @ we 
chemical output will be based on petro: § = ™0 
leum or natural gas. The boom is ob § WI 
viously not over. out 

Nevertheless, experience has shown the 
that not even chemicals are immune to § Wt 
the pains of overproduction. The post § 2 
war glut of antibiotics and technolog-: § 
cal blows to the rayon industry ar § tcl 
cases in point. So was the memorable § the 
1949 slowdown, which caught chemical 
men quite unawares. Whether the fu- > 





ture will see prices and profits eventu- 
ally sink under the weight of more 
more capital poured into petrochemi- 
cals is an as yet unanswered qué 
tion. 

Meanwhile, though, petrochemicals 



















































































men are too busy expanding to wory the 
about overproduction. Most of them So 
lose such worries in contemplation o § ' 
the chemical industry’s basic role: t Th 
step in with synthetics made us. 
abundant raw materials whenever nat (the 
ural materials are outpaced by growing § 9 
population and rising living standards § 
In the battle against Malthus, they be 2 





lieve, chemicals are ‘just beginning ® 
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UNLUCKY SEVENTH 
7-Month Gross 7-Month Net (Loss) 
10 its % Change 1950 tges % Change 
EASTERN: 
Baltimore & Qhio....%..... $220.2 $2705 —19% $8.4 $15.8 — 47% 
Chesapeake & Ohio; 2"... ... 1713 199.7 —14% 176 25.7 — 82% 
New York Central’. ........ 4116 485.2 —15% (7.0) 193 —186% 
Norfolk & Western.......... 948 107.7 —12% 10.2 186 — 25% 
’ Pennsylvania ............... 495.7 6128 —19% (4.0) 222 —118% 
Virgini n Rahs « ann add 20.6 219 — 6% 3.1 80 + 8% 
Western Maryland .......... 24.0 29.4 —18% 3.0 45 — 38% 
SQUTHERN: 
Atlantic Coast Line. ....... 2. 928 102.77 —10% 6.6 70 — 6% 
Louisville & Nashville........ 114.1 13884 —18% 93 181 — 49% 
Missouri Pacific ............ 1224 1419 —14% 4.0 73 — 45% 
St. Louis-San Francisco ........ 73.6 82.3 —11% 3.3 6.5 — 49% 
Texas-Pacific .......7.....3% 45.4 515 —12% 3.6 6.1 — 41% 
WESTERN: 
Atchison, Topeka & Sante Fe 3807.6 368.0 —16% $2.1 45.7 —8 
Chicago, Burlington & Quincy 142.7 158.9 —10% 126 15.2 — 17% 
Chicago & Northwestern. .... 105.4 1168 —10% (62) (1.9) —358% 
Denver & Rio Grande Westen 40.1 489 —18% 5.2 50 + 4% 
Minneapolis & St. Louis..... 11.6 125 — 7% 1.0 9 — 1% 
Northern Pacific ............ 98.5 1026 — 9% 8.1 65 — 52% 
Southern Pacific ........... 858.0 4120 —13% 25.7 386.7 — 30% 
I ED Gk ce ccccnecs 267.66 297.88 —10% 35.5 860 — 1% 








RAILROADS 





SEVENTH INNING STRETCH 


Faced with mounting costs and a trouble- 
some traffic slump, the big carriers are 
trailing the industrial league this year. 


Like a bunch of harried ballplayers, the 
nation’s big league railroads trudged 
wearily back to their dugouts last 
month after seven grueling innings. 
While some of the roads had pounded 
out base hits and others had brought 
the crowd to its feet now and again 
with some fancy fielding, one glance 
at the scoreboard (see box) was 
enough to convince even the most rabid 
ticket-holding fan that thus far in 1954 
the game has been going badly. 

In 1954’s first seven months, the 130 
chugging, cost-clobbered Class I roads 
(those having annual revenues exceed- 
ing $1,000,000) had a net income of 
$272,000,000 compared with $490,- 
000,000 in the same period last year, 
making a drop of 45% in earnings. 
What was even more disturbing was 
that 32 of them (18 Eastern, five 
Southern and nine in the West) failed 
to earn even their interest and rentals. 
The Eastern roads netted $55,000,000 
vs. $171,000,000 a year ago; the net of 
the Southern roads slumped from 
1953's $91,000,000 to. $61,000,000; 
and the Western rails raked in only 
$156,000,000, $72,000,000. less» than 
the same time last year. 

What had the railroads stymied was 
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_PENNSY ELECTRIC LOCOMOTIVE: 


a mean assortment of low-breaking 
curves even more baffling than Hoyt 
Wilhelm’s knuckleball. One showed 


freight volume, which makes up 83% 
of total rail revenues, at the lowest 
levels since 1949: $224,000,000 in 
1954’s first half, down some 46.3% 





for light loads, new_signals 


‘33 


from last year’s $417,105,063. Owing 
to lower steel production and a subse- 
quent shipping slump in products made 
from steel (manufactured articles that 


‘railroaders call “miscellaneous freight” 


and which normally bring in rich reve- 
nues), incomes were off from the Poco- 
hontas region to the Pacific. 

Team Standings. As a result, the East- 
ern carriers, which deal heavily in mis- 
cellaneous freight, suffered badly. The 
New York Central, which intends to do 
something constructive about unoccu- 
pied air,* struck out swinging, and 
slipped $7,000,000 into the red for the 
seven-month period. The Pennsylvania 
lost $4,000,000, while the B&O dropped 
47%. Even the Chesapeake & Ohio, 
a graduate of the Robert R. Young 
school of railroad profits, netted only 
$17,600,000 vs. $25,700,000 last year. 

In the South, the Louisville & Nash- 
ville’s earnings dipped 49% and the re- 
organized MoPac’s slid 45%. Among the 
Western rails, profits of the mighty, far- 
flung Santa Fe toppled 30%, the North- 
ern Pacific’s 52%. The troubled Chicago 
& Northwestern once again used red 
ink on its books to record a loss of 
$6,200,000, $4,300,000 more than it 
lost a year ago. 

In justice to the hard-trying, hard- 
pressed railroads, it is unfair, or at best 
unrealistic, to compare this year’s earn- 
ings with those in 1953, which, with 
the exception of wartime 1942 and 48, 
was the best profit year since 1929. 
The Korean war had given the rails a 
sharp upturn in business; when it 
ended last year, so did the rails’ in- 
creased earnings. The turnabout began 
just a year ago last month and earnings 
have been dropping ever since. Even 
the shippers’ advisory boards have been 
confounded by the shipping slowdown. 
For the second quarter this year they 
advised the rails that business might 
be off 8.6%. It actually dropped 13%. 

Can the railroads be counted on for 
a late inning rally? Railroaders, who 
expected to start scoring this summer, 
but were tossed out instead, are keep- 
ing their own counsel. The story should 
be clear next month when industrial 
activity normally starts humming at a 
greater rate than at any other time of 
the year. What happens to carloadings 
in October is usually a pretty fair in- 
dication of what to expect in Novem- 
ber and December. Railroaders, it 
hardly needs saying, have their eyes 
peeled hopefully for a new set of 
signals. 

* Possibly by replacing Manhattan’s 
Grand Central Terminal with a $100,000- 
000, 80-story skyscraper-station. Object: -to 
make use of the empty air over the present 
building which, heavily taxed by New 
York City, causes the road to lose $24,- 
000,000 each year. 








CLOSED-END TRUSTS 





CUT RATE BLUE CHIPS 


Even in a big bull market bargain-hunters can 
buy closed-end trusts at large discounts. 
This year, though, the gaps have narrowed. 


Discount houses, the bane of many a 
retailer, seem as much out of place in 
the staid precincts of Wall Street as an 
oldtime medicine man. Yet the buying 
of stocks at a discount, even the bluest 
of blue chips, has gone on for so long 
that no one pays much attention to it. 
This practice is far from causing alarm 
among the sleuths of Washington’s Se- 
curities & Exchange Commission. It is 
simply one of the facts of life in the 
well-policed ranks of the multi-million- 
dollar closed-end investment trusts. 

Du Pont, 40% off. “An investment 
company,” runs a curious non sequitur 
of investor psychology, “is rarely as 
good as the stocks it owns.” As a result, 
the bargain-hunter can pick up some 
well-balanced portfolios of common 
stocks for a good deal less than the in- 
dividual stocks would cost him. Take, 
for example, U.S. Foil, which sold re- 
cently on the American Stock Exchange 
for $62 a share. Behind each share of 
Foil stand 1.1 shares of Reynolds Met- 
als Company, going that same day on 
the Big Board for $75 a share. Foil’s 
25% discount for this $82.50 aluminum 
package is nothing unusual. As a hold- 
ing company “discount house,” Foil is 
actually “undersold” by many an old- 
line investment trust. A year ago Tri- 
Continental, its portfolio heavy with 
such dark blue chips as Du Pont, Ame- 
rada, General Electric, and Union Car- 
bide, was selling at 60 cents for each 
dollar’s worth of its investments. 

Behind these apparent oversights on 


the part of usually dollar-sharp traders 
lurks neither chicanery nor stupidity. 
Investors simply have grown accus- 
tomed to closed-end trusts selling at a 
discount—and in the nation’s securities 
market it is supply and demand, not 
logic or book value, that sets prices. 

Paradoxically, this “discount” has 
frightened some investors away from 
closed-end trusts. Stocks that sell at a 
bull market discount, they reason, will 
sell at even more of a discount in a 
bear market, hence will drop faster 
than the stocks in its portfolio. Well 
aware of this argument, mutual fund 
managers have given discounts a wide 
berth. They guarantee to buy their 
shares back at any time at net asset 
value.* This does not mean that mutual 
fund shares will not decline with the 
market. Decline they will, but no faster 
than the stocks that make up their port- 
folios. 

How Much Discount? Even among 
the discount-ridden closed-enders there 
are big differences in the rate of dis- 
count. Some of the reasons: 


® Investor confidence, or lack of it, 
in the management. 

® Existence of common stock war- 
rants, overhanging the stock with the 
threat of dilution. 

® Leverage, which comes from 
bonds or preferred stock senior to the 

*Because they will buy or sell their 
own shares on demand, they are known 
as “open end” investment trusts. 


BIG BOARD TRADING COUNTER 
a non sequitur was weakening 


common shares in investors’ hands. 

A trust rated high by Wall Street on 
all these counts is $158 million Lehman 
Corporation. Lehman has no warrants, 
is unburdened by senior capital and 
boasts a management that obviously 
pleases investors. As a result Lehman 
sold on June 30 for $1.60 a share more 
than the market value of its assets. The 
same day that Lehman was bringing 
a premium, $205 million Tri-Conti- 
nental was selling for 70 cents on the 
dollar. Tri-Continental has a good ap- 
preciation record (260% in five years) 
but has both warrants and senior capi- 
tal outstanding. 

Vanishing Discounts. This summer, 
however, as the big bull market went 
into its fifth year, the discounts were 
clearly narrowing (see chart) as in- 
vestor confidence broadened. Since the 
end of June they have narrowed even 
further: at the 350 level on the Dow- 
Jones industrials, bargains obviously 





% Gain 
In Net 


% Gain 
in Mkt. 
Price 


Atlas Corporation® 
Adams Express 


Pennroad 
Tri-Continental* 
United Corporation 





Lehman Corporation 


U.S. & Foreign Securities 
U.S. & Inter. Securities 


*After reserve for possible income taxes. 
Atlas’ uranium plunge. ** Without allowing for conversion of warrants. 


CASE OF THE SHRINKING DISCOUNTS 


As the bull market rolled on in the first half of 1954, investment trust shares 
rose faster than the value of the assets behind them. Result: narrowing dis- 
counts. Here is how eight big closed-end trusts fared in the first six months: 


Special Characteristics 
Warrants out, special situations 
Diversified 
92% in common stocks 
Growing diversification 
Leveraged, warrants out 
Converting from utility holding 
Leveraged 
Highly-leveraged 


13%tt 


tExcluding capital gains distributions. {Since eliminated entirely following 


Discount 
As of 
6/30/54 


Asset Mkt. 1953 
Value Price Dividend 
6/30/54 6/30/54 Incomet 
$38.82°* 33% $1.60 
33% 1.57 
39% 85 
14 
21% 
5% 
. 63% 
13.67 8% 
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of twist and KS Vie / 


The increasing use of the Crown Vacuum 
Lug Cap on jams, preserves, pickles, mayon- 
naise and a lot of other glass packed foods is 
making consumers happier these days. 
This cap comes off the jar with a simple 
quarter-turn twist. And it goes back on 
with the same simple twist to make a per- 


fect re-seal. 


Here is a packaging improvement that 
housewives long have wanted . . . a jar with 
a dependable vacuum seal which is also 
convenient in use. It has been made possible 
by Crown’s development of machinery 
which applies this well liked cap at modern 
production speeds. 


Originating packaging improvements is 
an old story at Crown. As a manufacturer 
of closures, containers and machinery, all 


A new twist that housewives like 


Products by CROWN: BEVERAGE BOTTLE CAPS + BEVERAGE BOTTLING 
MACHINERY + MILK BOTTLE CAPS « MILK FILLERS « METAL CAPS AND 
CLOSURES « CAPPING MACHINES « PACKER’S CANS « GENERAL LINE CANS 
BEER CANS « ‘'SPRA-TAINERS” « ‘‘FREEZ - TAINERS"’ « MERITSEAL CAPS 





related to packaging, Crown carries on a 
ceaseless search for new products, new 
methods, better equipment. 


Development of this new method of 
vacuum sealing with Crown Vacuum Lug 
Caps is typical of the way this Company 
works with the industries it serves . . . how 
it contributes to the better packaging of 
many types of products. In serving industry, 
Crown also serves the consumers of the 
nation. Although Crown products are sold 
largely to other manufacturers, they are 
used in the packaging of a vast number of 
things that most families are constantly 
buying. 


CROWN CORK & SEAL 
COMPANY, INC. 







General Offices at Baltimore e Plants at: Baltimore, Philadelphia, St. Louis, Detroit, Chicago, Orlando, San Francisco, Los Angeles 















Convenience 
for the 


Commuter 


Enjoy freedom from the bur- 
dens of daily travel and home 
cares. Extra hours for living. 
Matchless comfort, surroundings 
of elegance, two fine Dining 
Rooms, Cocktail Lounge and Bar. 
Graciously furnished Housekeep- 
ing Units of 1, 2, 3 Rooms on 
Daily, Monthly, or Yearly basis. 
Booklet “F”’. 


Charles W. Schwefel, Owner-Mgr. 


Gramercy Park 


Lexington Ave. at 21st St. 
NEW YORK, N. Y. 


were thinning out, and value-hunting 
investors were bidding closed-end trust 
stocks closer to the underlying values 
of their portfolios. Item: Tri-Conti- 
nental, its discount narrowed from last 
year's, was one of the top eight in the 
Monthly Investment Plan’s hit parade. 

Last month, however, as the aver- 
ages continued to hover around their 
25-year highs, there was no compelling 
evidence that discounts were altogether 
on their way out. If the bears were to 
take over, investors might once more 
dump their shares, knocking closed-end 


_ trust prices down even faster than the 


value of the stocks underlying them. 


AFTER THE TROUT 


As they dug into their Denver brook 
trout at Park Avenue’s Ambassador Ho- 
tel recently, Manhattan business re- 
porters were a bit puzzled. Atlas Cor- 
poration’s venturesome Floyd B. Odlum 
had invited them, he said, simply to 
meet his “good friend” Vernon J. Pick, 
a spare, taciturn Minneapolis business- 
man who parleyed a Geiger counter, a 
uranium handbook and a pioneering in- 
stinct into a fabulous uranium mine 
(Fores, Sept. 1). 

Though Odlum several months ago 
threw a similar luncheon for another 
“good friend,” Charlie Steen, after pick- 
ing up options on several of the 
uranium millionaire’s claims, the finan- 
cial scribes went away still wonder- 








afeway Stores, Incorporated 
World’s Second Largest Retail Food Concern 


MID-YEAR EARNINGS UP 


NET SALES GAIN 4.4% 


Net sales for the 24 weeks ended June 
19, 1954 reached a new all-time high of 
$821,863,404. This was 4.4% higher than 
net sales of $787,578,737 in the same 
1953 period. 


NET PROFITS CLIMB 


The Company’s net profits for the first 
24 weeks of 1954, after all income taxes 
were $6,615,971. This was an increase of 
$423,039 over a net profit of $6,192,932 
for the same 24 weeks last year. Included 
in the 1953 net profit figures is a return 
of $212,885 excess profits taxes. 


DIVIDENDS AND EARNINGS 


The June 1954 quarterly dividend of 60¢ 
was the 111th consecutive dividend paid 
shareholders of Safeway’s $5.00 par 
value common stock. After deducting 
preferred stock dividends of $680,661, 
earnings for the 1954 period amounted 
to $1.76 per share of common stock on 
3,369,521 shares, average number out- 


standing during the ‘period. This com- 
pares with earnings in the same 24 weeks 
of 1953 of $1.76 from operations, plus 
7¢ from excess profits taxes recovery re- 
lating to prior years, or a total of $1.83 
per share of common stock on 2,874,651 
shares, average number then outstand- 
ing. Average number of common shares 
outstanding in 1954 has increased by 
494,870 shares over the average number 
in 1953. 


ASSETS AND LIABILITIES 


of Safeway Stores, Incorporated and all 
subsidiaries 


Total Net 
Assets 
Total Current 
Assets 
Total Current 
Liabilities 132,778,901* 
Book value per share of 
Common Stock . 


June 19,1954 June 13,1953 


- $165,847,270 $133,623,379 
246,826,572* 235,456,511 
148,816,346 


31.73 29.71 


*Rate of current assets to current liabilities as 
of June 19, 1954 was 1.86 to 1. 


Safeway Stores, incorporaten 








ing precisely what Odlum had simmer- 
ing behind his shell-rimmed spectacles, 
Three days later they had their answer; 
for a cool $9 million Odlum’s Atlas had 
annexed Pick’s Colorado plateau ura- 
nium mine. “Atomic power,” said Od- 
lum, “will change the face of the world, 
. . » Uranium is the oil of tomorrow.” 
The famed, 62-year-old plunger then 
hopped off to Buenos Aires to talk with 
President Juan Peron about an Atlas 
plan for a 25,000-kilowatt atomic-pow- 
ered electric plant in the Argentine. 
Roulette? In staking his claim for 
this global face-lifting, Odlum appar- 
ently had put his hands on a pretty 
big chunk of the eagerly-sought ore. 
Pick claimed his mine holds proven re- 
serves of 300,000 tons of ore worth $40 
a ton, extractable for about $5 a ton, 
And that, said Pick, is just proven re 


Wall Streeters, betting $9 million on @ 
single uranium deal seemed more like” 
Russian roulette than investing. But cake 
culated plunger Odlum has made mik” 
lions for Atlas from such doubtful items 
as rundown movie studios and shaky” 
aircraft makers. A bold play in uranium 
is, therefore, more his meat than a long” 
list of diversified investments. In aa” 
atmosphere where the magic word 
“atomic” competes currently with the 
equally potent whisper of “merger” as” 
a catalyst for slow-moving stocks, the 
public seemed to be placing its bets” 
on Odlum. Atlas common last month” 
pinwheeled 8 points to an all-time high 
at 41%. Atlas’ discount (see table, page 
34) had become, temporarily at least, 
a thing of the past. 


OFFICE EQUIPMENT 





MONROE’S 
CALCULATIONS 


With a new 
tive team and a new line of 


young execu- 


machines, Monroe plans to 
take a crack at bigger things. 


In the conservative, oak-panelled head- 
quarters of the Monroe Calculating 
Machine Co., every eye and hope last 
month was centered on a glistening 
new calculating machine atop the presi- 
dent’s desk. The machine was not all 
that was new in the office. Hustling, 
young (39) Fred R. Sullivan has been 
president of the $23.9 million (assets) 
company less than a year, and most of 
his executive staff are equally new to 
their jobs. 

But it was the machine itself that 
played the biggest part-in Sullivam® 
calculations of Monroe’s future growth. 
First unveiled at New York’s Na- 
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MonroMatic “fully automatic” model 
66N adding-calculator enables its oper- 
ator not only to multiply but to add the 
products, (i.., results of multiplica- 
tion) as well. Says Sullivan: “The 66N 
is an exclusive in the industry. It 
should give us at least a 10% growth in 

Night School & Navy. Marketing the 
machine represents the kind of chal- 
lenge red-headed Fred Sullivan thrives 
on, and one he feels Monroe, which 
manufactures a complete line of office 
machinery, is now well equipped to 
meet. Familiar with business machines 
from cams to keys, Sullivan started at 


MONROE’S SULLIVAN: 
ready for momma and papa 


Monroe 20 years ago as a factory time 
clerk at $14 a week. By dint of 10 
years in night school (Rutgers, New 
York University), he rose steadily and 
by the time he returned from Naval 
service in War II was assistant secre- 
tary of the firm. 
_ With Sullivan a scant three months 
in the president’s chair, Monroe fin- 
ished last year with sales of $30.9 mil- 
lion—the highest in its 42-year history. 
Net, it is true, slipped from 1952’s $1.2 
nillion to $839,076, but this was 
largely due to the industry-wide effects 
of rising costs, particularly for labor. 
Even so, Sullivan managed to pay out 
@ $1.75 dividend from earnings of 
82.01 (vs. $8.88 in 1952). 
This year, despite a slight drop in 
Wer-all industry sales, Monroe suc- 
ed in improving its share of the 
market in the first four months. It 
rang up “excellent” sales in June and 
uly, says Sullivan, and with any kind 
f luck in the fourth quarter, he ex- 
en sales may top those of banner 


To keep. production from Monroe’s 
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four plants (including one in Holland) 


management that is 50% new blood. 
Last year, in fact, more young men rose 
to top jobs in the company than in any 
other single year in its history. Among 
the promotions and appointments: a 
new sales manager, new marketing 
vice-president and a new business man- 
ager of the Monrobot Corporation (a 
subsidiary that. manufactures robot cal- 
culators). 

Future Figuring. For the future, Sulli- 
van is figuring heavily on Monroe’s re- 
search department, which is probing 
into both electronic office machinery 
and the electro-mechanical field. “We 
feel,” he says, “that there is definitely 
a future in electronic business ma- 


| chines, and we intend to carve ow- 
in line with sales, Sullivan counts on a | 


selves out a future in them.” He is also 


_ ‘keeping an eye out for possible diversi- 


fication, although he stipulates that it 
must be in products that “have to do 
with the handling of figures.” 

As Sullivan adds up to the future, 
business machines are just now enter- 
ing what may be their period of great- 
est growth. In 20 years, Monroe's 
young crew estimates the calculator 
will be as accepted a business tool as 
the typewriter. “As it is,” remarks 
Sullivan, “we're getting the price of a 
calculator down to where even a 
‘momma and papa’ office can afford 
one.” And when momma and papa start 
buying, Monroe intends to be all set 
to cash in. 











New Issue 


Dated September 1, 1954 


Blyth & Co., Inc. 
Glore, Forgan & Co. 


Paine, Webber, Jackson & Curtis 
Union Securities Corporation 


American Securities Corporation 


Blair & Co. 


Incorporated 


Dick & Merle-Smith 
Hallgarten & Co. 


(Incerporated) 


F. S. Moseley & Co. 
Wertheim & Co. 





This advertisement is.neither an offer to sell nor a solicitation of an offer to buy any of these 
securities. The offering is made only by the Prospectus. This is published on behalf of only 
such of the undersigned as are registered dealers in securities in the respective States. 


$65,000,000 


Tennessee Gas Transmission Company 


4%% Debentures due September 1, 1974 


Price 102% 


and interest accrued from September 1, 1954 to date of delivery 


Copies of the Prospectus may be obtained from any of the under- 
signed who are qualified to act as dealers in the respective States. 


Stone & Webster SecuritiesCorporation White,Weld&Co. Halsey,Stuart &Co. Inc. 
Eastman, Dillon & Co. 
Goldman, Sachs & Co. 
Kidder, Peabody & Co. Lehman Brothers 
Salomon Bros. & Hutzler 


Bear, Stearns & Co. 
Central Republic Company 
Drexel & Co. 
Hemphill, Noyes & Co. 
Ladenburg, Thalmann &Co. W.C. Langley & Co. 
R. W. Pressprich & Co. 


September 14, 1954 


Due September 1, 1974 


The First Boston Corporation 
Harriman Ripley & Co. 


Incorporated 
Merrill Lynch, Pierce, Fenner & Beane 


Smith, Barney & Co. 
A. C. Allyn and Company 


Incorporated 


A. G. Becker & Co. 


Incorporated 


Coffin & Burr 


Incorporated 


Clark, Dodge & Co. 
Equitable Securities Corporation 
Hornblower & Weeks 

Lee Higginson Corporation 

L. F. Rothschild & Co. 


Dean Witter & Co. 
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ASSURE a big 
turn-out with 


THE 

MOST POPULAR 
CONVENTION CHOICE 
OF ALL... 


More and more big conventions 
are “Going Furness.” For its 
famous luxury liners offer 
advantages that no other choice 
can match. Here are a few! 


t. Ideal for any size group. 
2. Members are always available. 


3. Costs are low. No “extras” for 
meals, cabins, activities, etc. 


4. Meeting rooms of all sizes. 


5. Sea-air and cruise activities assure 
rest and enjoyment. 


6. Bermuda, Nassau and famous 
Caribbean Ports are places everyone 
wants to see! 


PLENTY OF OTHER ADVANTAGES, 
TOO! DETAILS? GLADLY! 


For full information regarding 
rates, accommodations, sailings, 
destinations, and all facilities of 


THE QUEEN OF BERMUDA 
THE OCEAN MONARCH 


apply to the Convention Dept. 


FURNESS BERMUDA LINE 


34 Whitehall Street, New York 4, N. Y. 








RESEARCH FOR BUSINESS- 





Keeping research up-to-date 


CHANGEs in living patterns, purchas- 
ing power, industrial productivity, 
and management practices have in- 
evitably brought changes to our 
methods and systems of marketing 
the products of our expanding in- 
dustries. It is curious, however, that 
although we accept in principle the 
thought that all business life is con- 
stantly changing, our actual be- 
havior often appears to be based on 
the assumption that everything 
stands still. 

In applying research to these 
changing business problems, busi- 
nessmen should make certain that 
the research techniques employed 
are as modern as the current busi- 
ness problems demand. 

One of the major shoe manufac- 
turers who operates a chain of retail 
stores recently sought the help of 
research in re-defining their markets 
and merchandising operations. They 
recognized that changes in living 
patterns had made it necessary for 
the shoe retailer to change from the 
relatively simple type of retail outlet 
that formerly could supply the de- 
mands of most of the public, regard- 
less of age or price considerations. 
Today's buyer demands a much 
wider variety of shoe styles for 
special events and seasonal use. This 
demand, coupled with retailers’ 
space and inventory limitations, 
have forced a high degree of special- 
ization in the shoe business which, 
in turn, narrows the segment of the 
public that can be served from any 
one store. 

The new problems in shoe retail- 
ing required the creation of new re- 
search techniques. In order to an- 
alyze the manufacturers’ position in 
the retail market, it was necessary to 
secure a full understanding of the 
shoe buying habits of the entire 
public. Therefore, the new research 
technique included a fresh three- 
dimensional approach which would 
enable the.manufacturer to know: 


1. What specific segments of the | 


public they were attracting; 

2. To what extent they supplied 
their customer's entire shoe de- 
mands; 

3. Whether or not their different 
price lines were competing with 
each other; 

4. How closely their prices were 
in line with the public’s thinking; 

5. In what way store locations 
and appearances were influencing 
sales volume; and 


6. The po- 
tential sales vol- 
ume __ available 
from segments 
of the market 
that are not 
reached, along 
with the style, 
price and other 
factors which 
are needed to by Patrick Coyle 
compete in the modern shoe market. 

The results obtained by this new 
combination of research techniques 
were spectacular. The manufacturer 
learned that two of their shoe lines 
were competing for nearly identical 
segments of the market, which in- 
dicated the need for greater style 
differences and price spread between 
these lines. Also, they found they. 
were missing an important part of 
the market who were buying in a 
st¥le and price area they did not 
cover. In another line of shoes, they 
discovered that they were attracting 
only- the youngest segment of the 
market and were entirely failing to 
attract the lush market represented 
by the next higher age group. 

Still another important finding 
was that 80% of the “out size” and 
“hard to fit” customers who left 
without buying could have been 
fitted—and sold—had their stock in- * 
cluded only three additional sizes in 
four widths. Thus, with minor inven- 
tory changes, they were in a position 
to turn “walk outs” from dissatisfied 
shoppers into profit-producing cus- 
tomers. 

Store locations also came _ into 
sharp focus as a contributor to sales 
volume. The shopping preferences 
of consumers supplied a clear blue- 
print for determining future retail 
outlet locations and, even more im- 
portantly, the knowledge of the 
styles and price levels which would 
sell best in the suburban, neighbor- 
hood and downtown stores. 

Just as the unique problems of the 
shoe business call for special adapta- 
tions of research techniques—so, too, 
since their problems are also unique, 
do the problems of all other prod- 
ucts being sold at retail. Instead of 
trying to adapt new business prob- 
lems to existing research techniques, 
it is usually necessary to create new 
research techniques to match the 
new problems. Tailoring research to 
the problem is a “must” for the busi- 
nessmen who want full value from 
their investment in research. 



































1948 1949 1950 


THE FORBES INDEX 


Solid line is computed monthly, gives equal 
weight to five factors: 





. How much cre we producing? (FRB 
production index) 
. How many people are working? (BLS 
non-agricultural eraployment) 
. How intensively are we working? (BLS 
average weekly hours in manufacture) 
. Are people spending or saving? (FRB 
department store sales) 
5. How much money is circulating? (FRB 
bank debits, 141 key centers) 
Factors 4 and 5 are adjusted for value of 
the dollar (1947-49=100), factors 1, 4 
and 5 for seasonal variation. 
Dotted line is an 8-day estimate based on 
tentative figures for five components, all 
of which are subject to later revision.* 


1951 1952 1953 


*Final figures for the five components (1947-49 = 100) 


Sept. 
125.4 
113.5 

101.5 
100.6 
137.3 


Oct. 
124.9 
112.8 
101.0 
104.3 
122.4 


Aug. 
127.6 


Nov. 


130.0 
113.7 
100.3 
106.1 
136.5 


Dec. 


127.0 

113.7 
100.8 
107.2 
138.0 


Jan. (’54) 
125.0 
109.4 
98.7 
102.9 
140.3 


JF mw Aw AS OD 00 





THE MARKET OUTLOOK 





Our secret weapon 


A QUARTER century ago, nearly every- 
one was convinced that the United 
States had entered a fabulous New 
Era—one where every day would be 
another New Year's Eve. From an- 
thropologist to zoologist, almost all 
agreed that the stock market was on a 
one-way street marked “up.” Today, as 
we approach the silver anniversary of 
a stock market crash that .was heard 
rund the world—a collapse which 
uhered in an era of vast social, eco- 
homic and political change—a markedly 
different national state of mind pre- 
vails, We have become a sober, realis- 
tic people timidly enjoying an uneasy 
Prosperity, for nearly everyone knows 
that today’s keynote is uncertainty and 
change. 

In the process, a healthier and 
stonger America, and stock market, 
aS come into being. Illustrative of the 
Ought, the security buyers recently 
found economic sophistication has 
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been a barrier to 

an overextended 

market _ position. 

Similarly, indus- 

try’s recognition of 

the fact that man- 

agement today is 

an applied rather 

than intuitive science has spelled long- 

term planning which softens interim 

fluctuations. Even more important, the 

redistribution of national income, the 

shifts in our population centers, the 

other changes brought about by the last 

25 tumultuous years—all have injected a 

new element of business stability. Fur- 

ther, the desire for security which arose 

from the depression 30s gave birth to 

the institutional demand (pension 

funds, etc.) which has become such a 

factor of strength in today’s markets. 
But October, 1954 rests on more 

than a contrast with the past. There’s 

a new resiliency to business and the 
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by SIDNEY B. LURIE 


market as a result of conditions that 
are peculiar to today; conditions that 
can be summarized with the observa- 
tion that we are in a Big Era—and a 
Big Market. This is our secret weapon. 

On more immediate view, it is inter- 
esting to recall that one of the reasons 
the market downtrend ended a year 
ago is that the rolling business read- 
justment, i.e., industry-by-industry cor- 
rections, did not “bunch up.” As a re- 
sult, an all-embracing downward spiral 
was avoided. Only reason for mention- 
ing the past is that it may be possible 
to draw a parallel in today’s market. 
This in the sense that the obviously 
overvalued sections of the list, such as 
the blue chips, underwent their own 
private correction in recent months. 
This process of internal correction, of 
a rolling market readjustment, may be 
permitting the line of least resistance 
to remain on the constructive side of 
the ledger. In addition, the background 
price stimulant of an upward evalua- 
tion in the “worth” of all forms of 
property comes into play during re- 
actions. 

Matter of fact, the rolling readjust- 














315 STOCKS 


that have not missed 


a Dividend in 25 Years 


|B ge te wate exclusive Report covering stocks on leading 
Exchanges and over the counter that have paid dividends 
without a break for 25 to 170 years is just off the press. These 
dependable dividend-payers include 115 stocks that have paid 
regularly for more than 50 years; 16 for over 100 years. Many 
of these sound issues yield 6% to 8%. 


Which of These Stocks Best For You? 
Check These Staff Selections 


To help you make selections, our Staff singles out these four 
popular groups as having special attraction today. 


10 Stocks in line for dividend increases 

10 Deflated Stocks, 20% below 1951 highs 

10 Stocks favored by banks, investment trusts and colleges 
10 Growth Stocks offering rich rewards to patient investors 


Send only $1 for your copy of this Report on “‘315-Stock Report.” In 
addition we will send you without extra charge the next 4 issues of the 
weekly United Reports, covering Stocks, Bonds, Business Outlook, 
Commodities, and Washington Developments. (This offer open to new 
readers only.) 


—— FILL OUT COUPON AND MAIL TODAY WITH ONLY $1 -——— 





l BY AIRMAIL $1.25 [| FM-2 
YA Acebebab hk snscoapbanciis beep calle ciueic eagles vice ksapedh<dhevennenas take 
SINT bid chepdeeniibabin siding estbatabovehiekwonéesun toners Phununiireeeirdon 
| Ee perenne: TR Ae. 
w UNITED BUSINESS SERVICE 
7 210 NEWBURY ST. BOSTON 16, MASS. 
I 


Serving more business men and investors than any other advisory service. 
































Opportunities in WARRANTS 


If You Are Interested in Making Each $1 Do the Work of $100 or 

$1,000 in a Rising Market—Then You Should Be Interested in Common 

Stock WARRANTS. 

©@ What are warrants? 

© How is it that each dollar wisely invested in warrants during a bull market 
may bring capital appreciation as much as 1000% or more over the same dollar 
invested in common stocks? 

© How do some warrants make sensational gains; $100 investments in some cases 
appreciating to as much as $50,000 in a few years? 

® How do you avoid the equally great losses which may follow unintelligent 
speculation in warrants? 

©@ What warrants are outstanding in today’s market and how should they be 
bought and sold? 

For the answer to all these questions, you should not miss the most 

widely-praised and only full-length study of its kind—“THE SPECULA- 

TIVE MERITS OF COMMON STOCK WARRANTS” by Sidney 

Fried. For your copy of this book, detailing the full story of warrants, and 

a current list of 50 warrants you should know about, send $2.00 to 

R. H. M. Associates, Dept. F-33, 220 Fifth Avenue, 




















New York 1, N. Y., or send for free descriptive folder. Ge) 
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ment characteristic of business and th 
market has the end result of building 
new candidates for speculative attep. 
tion. For example, today’s popularity oj 
the Motion Picture stocks contrash 
sharply with the low esteem in whic 
the group was held a year ago. Al. 
though the stage then was set for , 
turnabout, it took this year’s volume 
of better pictures to crystallize the fac 
that TV had lost its novelty appeal, 
Theater attendance now is well ahead 
of last year. With 1954 likely to find 
75-80 films grossing at least $2 million 
—which is well above the box score of 
recent years—net profits are making 
very pleasant reading. 

This discussion is not meant to infer 
that all past market favorites which 
have undergone a sharp price correc. 
tion automatically are attractive for 
purchase. No question about it, a well 
managed company in a sound industry 
eventually can and should solve the 
problems which lead to temporary dif- 
ficulties. Furthermore, it’s an obvious 
truism that the best time to buy a stock 
is when it is out of favor, rather than 
when a premium is being paid fo 
popularity. But timing is an equally 
important consideration, and a high 
degree of selectivity must be exercised 
in these super-sophisticated markets 
when dynamics are required to attracl 
lasting attention. 

Case in point, the Airline stocks have 
been stock market laggards for several 
years and today do not command the 
rating commonly associated with 4 
growth business. This even though the 
industry has made further inroads on 
the travel market, particularly via 
coach travel, which this year is up 
sharply, whereas first-class traffic 
most cases is off slightly. Cause celebre 
is the poor first-half earnings reports 0 
most companies—“poor” in the sense 
that rising costs spelled lower profits 
despite increased gross. Further, many 
companies in effect are on a treadmill 
for they must report continuing it 
creases in gross revenues if profits are 
to stay even with the previous year. 

On the constructive side of the ledg 
er, the industry's efficiency is steadily 
improving and the commercial jet ag¢, 
with its accompanying capital needs 
may be many years off. In this connee 
tion, it is interesting to note that the 
leading companies are generating sU 
stantial “cash” earnings with which 1 
help pay for the equipment now ® 
order. For example, United Air Liné 
may again earn $3.28 per share, 
depreciation this year will be ové 
$9.50 per share, against $7 last ye 
In 1955, United’s depreciation may 
to over $11 per share. 

Among the more dynamic industté 
the Tire and Rubber stocks still met! 


Fo 
































































attention. True, the industry’s big sell- 
ing season is over, and 1955 will not 
have the benefit of EPT elimination 
which obscured this year’s reduction in 
pretax profit margins. But the tubeless 
tie which will be offered as original 
equipment next year is more of a “plus” 
than “minus,” because sale of a tire to 
an auto maker has not always meant 
sale of a tube, too. Secondly, the Good- 
year and Firestone strikes may have 
been a “mixed blessing” in the sense 
that while labor costs will increase, in- 
ventories were reduced and the price 
structure thereby strengthened. Third- 
ly, even if passenger car and truck pro- 
duction does not increase in 1955, to- 
tal tire sales could be over 94 million 
units against an estimated 91 million 
in 1954 and 98 million in 1953. Reason 
is a probable gain in replacement tire 
sales—the industry’s “money product.” 

Last but not least of the industries in 
the limelight, the new liberalized 
housing law and an easing of mortgage 
money suggest that 1955 may be one 
of the biggest Residential Building 
years in history. And 1954 needs no 
apology. Witness the fact that dollar 
volume of new construction in the first 
eight months was at a record high even 
after adjustment for price changes. 
August was the second successive 
month in which construction activity 
reached an all-time high, and this year’s 
new construction unquestionably will 
exceed the record total of $35 billion 
spent in 1953. With our population at 
anew high of 162,000,000—an 11,- 
000,000 gain since 1950—a gain which 
means a new market as big as the 
State of California, a continuing inter- 
est in the building industry needs no 
apology. 

The year 1929 marked the end of 
one cra, and the beginning of another. 
fn tum, August may have marked the 
beginning, or return, of a phase where 
it will be more profitable to be “right” 
about stocks than “right” about the 
market as a whole. 
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The VALUE LINE (niin 








Low Risk Opportunities in 
FOOD STOCKS 


— prolonged market advance has carried most of the more dynamic growth 
stocks into price zones graphically revealed by the objective Value Line 
Ratings to be too high. Yet, investors can still find individual stocks of high 
quality in the food processing industries—soft drinks, meat packing, flour milling, 
baking—which, these same objective Ratings reveal, offer excellent value even in 
today’s market. These stocks are less vulnerable than most to cyclical recessions 
in business; their dividends have been stable for many years; and in some cases 
the probable dividend increases add to the prospects of price appreciation as well. 
A number of dividend increases are foreseen this year and next by the Value Line 
analysts who specialize in soft drink and food processing stocks. 

Seven high quality stocks from this group are selected by The Value Line 
Investment Survey for appreciation and safe yield. Five are “Especially Recom- 
mended.” Note, however, that a high degree of selectivity is advisable, for several 
stocks in the food processing group are shown by their objective Value Line 
Ratings to be in a selling zone in terms of the earnings and dividends in sight 
this year and next. 

The new edition of Value Line Ratings & Reports will be of special interest to 
investors seeking secure income and long-term growth at this advanced stage of 
the market. It analyzes the food processing industries, gives a full-page analysis 
of each of 54 companies, including specific earnings and dividend estimates for 
1954, 1955 and for the longer term (1958-60), shows which stocks are in a buying 
zone and which are in a selling zone. 


SPECIAL: under this Special Introductory Offer you will receive in the 
next 4 weeks new reports on over 200 stocks and 14 industries, including Oil, 
Railroad, Office Equipment, Metal, Tobacco, Paper and Insurance. As a bonus, 
at no extra charge, the 64-page Food edition will be sent to you at once. It 
brings you full-page analyses of 54 leading food industry stocks including: 


Allied Mills Coca-Cola int’l Packers Standard Brands 
Armour Continental Baking Libby, McNeil & Lib. Stokely-Van Camp 
Best Foods Corn Products Ref. National Biscuit Sunshine Biscuits 
Borden General Foods National Dairy Swift & Co. 

Calif. Packing General Mills Pepsi-Cola United Fruit 
Canada Dry reat Western Sugar Pillsbury Mills Wrigley 

Clinton Foods Hershey Chocolate Quaker Oats and 28 others 


$5 INTRODUCTORY OFFER* 


Includes 4 weekly editions of Ratings & Reports—covering 200 stocks and 14 

industries. It includes also a Special Situation Recommendation. Supervised 

Account Report, 2 Fortnightly letters and 4 Weekly Supplements. (Annual 

subscriptions $120.) *New subscribers only. 
Plus the 64-page Food Stock edition at No Extra Charge. 


Name 


Send $5 to Dept. FB-24 


The VALUE LINE Investment Survey 


Published by ARNOLD BERNHARD & CO., Inc. 
5 EAST 44TH STREET, NEW YORK 17, N. Y. 









THE VALUE LINE SURVEY BUILDING 





HIGHER OR LOWER? 
Am Export Lines City Stores Boeing Airpl 
Balt & Ohio RR Rexall Drug Royalite Oil 
Del & Hudson RR Intl Mining ~° Safeway 
Pac Gas & Elec Am Sug Ref US Rubber 
Am Stee! Fdrs Dome Mines ACF Brill 
Detroit Edison Nat Distiller Am Cyanamid 
Mo Kan Tex RR Austin Nich EE W Bliss 
White Sew Mach Warner Bros’ Nat Can 
Am Mach & Fdy Nat Dairy Claude Neon 
Fairchild E&A Solar Aircr Conti Oil 
Atlas Plywood Interlake Ir Mengel 

















THE TAYLOR 








To acquaint you with our service, you may receive 


additional issues. Send $1 to cover costs for series 
Te . Or send $5 for series F-10 and four-week 
iy Subscription, including unique MARKET 
“RAY GRAPHS, plus Stock Guide rating 425 


Market.” New inquirers only. 


MARKET ACTION, inc. 


P. ©. Box 986, G.P.0., New York 1, N. Y. 
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4 graphic analysis of the above stocks and many 


Pog issues, plus Booklet “A New Look Inside 








STOCK MARKET 
SUCCESS STORY 


After 24 years of hard knocks and study, the 
author learned the secret of “beating” the 
market ithout taking dl risks. She 
made a fortune in stocks, has never aver- 
aged less than: 35% per year! The most 









TRADING TECHNIQUE 


By Georce D. TAYLor 
Contains (3) Methods, for commodity-grain-stock 
traders. For daily active trading, with the only 
“Automatic Tape Reader”—The 3-Day Method 
—and The Basic Method for Trend Trading in 
stocks. Not an advisory service or charting 





system. important financial lesson in your life— 
Send for descriptive folder. written in delightful, non-technical style. 
LILLY PUBLISHING CO. “BUY LOW—SELL HIGH.” Postpaid $2. 

Dept. F-4 0. Box 37265 Station G 





420-C NORTH SYCAMORE 
Los pe 37, California STOCKFAX, LOS ANGELES 36, CALIF. 
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LEARN HOW TO TRADE and INVEST IN 


THE STOCK MARKET 
EFFECTIVELY and SUCCESSFULLY 
THROUGH THIS NEW 1955 


MARKETONICS 
CORRESPONDENCE COURSE 


The Marketonics Correspondence Course 
is designed to make it possible for students 
to decide for themselves “on the spot” what 
action to take in the stock market. The 
first MARKETONICS COURSE was 
written in 1940. The fact that this is the 
fourth Course we have successfully given 
during the last fourteen years speaks for 
itself. We intend this Course to be the 
best of them all. We, too, have learned 
much during the last fourteen years—from 
the Courses given and from suggestions 
from the hundreds of students enrolled. 


The New 1955 Marketonics Course offers 
to teach you how to time your purchases, 
how to make your own selection of stocks 
and how to determine for yourself how 
far a stock may go either way from a price 
standpoint. Here is an outline of the 
methods we intend to teach you:— 
1 —How to “Read” prices into charts, how to 
figure out by yourself “buying spots” on 


many stocks and on the Averages from chart 
book readings. 








2 —In our discussions of stock prices we state 

our reasons for market moves. Gradually 

you learn to make these calculations and 
decisions yourself. 


—We give you our reasons for our “profit 
3 taking points’? on many stocks. You learn 
to judge for yourself how far a stock may 

go up or down in price. 


—We will divulge to you all so-called “secret 

4 methods” that we know. Tips, rumors and 
advice should no longer influence your mature 
judgment. 

and fundamentals used by the “experts”. 


You will learn the principles 


-—We will teach you how to measure “supply 

5 and demand” in the general market, a simple 

system for spotting short swing tops and 

bottoms. You can attend to it in five min- 

utes daily when you learn how. This chart 

of measurement of Supply and Demand is 

worth the price of the whole course—yet 

it is a simple, fact-finding key to immediate 
stock movements. 


—We will teach you how to select the best 

6 stocks for an extended rise in the market 

. . or for “‘short’’ sales in a down market, 

teaching you the very same methods we 

ourselves use in our weekly stock market 
advisory letter. 


7 —Our own “New System” of determining 
profit-taking points of individual stocks will 
also be yours. It offers another tool for 
signalling when to take profits. You can 
acquire in a short period of time the judg- 
ment that took the professional years to 
attain. 


This Course is rich in content. Sincerity 
and integrity need no trimmings to make 


them attractive. It is different from any 
course given by anyone else. 


The Marketonics Course is issued by us 
only at rare intervals. The last group of 
students was formed in 1947. If you want 
to become one of the select few to take 
advantage of this up-to-the-minute stock 
market education, act immediately. The 
Marketonics Course is in preparation right 
now. The first lectures have already been 
mailed to students. 


For Information, Write for Folder 70 


SEAMANS-BLAKE, Inc. 


343 SOUTH DEARBORN STREET 
CHICAGO 4, ILLINOIS 











INVESTMENT POINTERS 


by JOSEPH D. GOODMAN 





Review of predictions 


Last spring, I gave a list of recommended stocks with pre- 
dicted prices. Readers might be interested in seeing the 
results to date: 


Price When 
Recommended Predicted Price 


Aldens (allowing for 50% stock div.).............. 25 
Allied Chemical 100 
American Agricultural Chemical 75-80 
American Smelting 40-45 
i TE. lk ws Shisi's oh be cduaecvawes 180-200 


Armstrong Cork 
Bendix Aviation 
Bethlehem Steel 
Bohn Aluminum 


Brunswick-Balke (bowling & school equip.)........ 


Case (farm machinery) 
Cerro de Pasco (copper, lead, zinc and silver mining) 
Columbia Broadcasting 


Combustion Engineering (utility equipment 

and atomic reactors) 
Consolidated Edison of N. Y. ................... 
Copeland Refrigeration (air conditioning) 


i er ee, bab kb cb ees oo orm sine 


General Motors 
Gt. Northern Ry. (allowing for 2-for-1 split) 


International Packers (formerly Swift Internacional) 
Johns-Manville (building supplies) 


I, i sl, te bein webu eed 
Owens-Illinois Glass (fiberglas) 

Pacific Finance (5th largest instalment financing). .. 
Phila. Electric 

I ee a au eee baile Reale mie 


Reynolds Tobacco “B” (“Camels”) 

Socony-Vacuum 

Standard Brands (foods) 

Standard Oil (N.J.) 

Re SNAG Se eld eile we emia a acbisin bs ois'e e's 


U. S. Foil “B” (owns Reynolds Metals—aluminum). . 
U. S. Plywood 

U. S. Steel 

Union Carbide 

West Penn Electric 


Western Union 
ee oe la ous dee ie hwe hemes 
York Corp. (air conditioning) 


Recent High 
18% 

101 

80 
39% 

175 


82k 





The following appear attractive at 
this time— 

Deere & Co. is the second largest 
manufacturer of farm equipment, pro- 
ducing a complete line of machines and 
implements. The company has also 
branched out into part of the chemical 
field by way of a factory producing 
ammonia and urea. While sales and 


42 


earnings will undoubtedly be off this 
year, at its present price of 29, this 
stock would seem to offer good pros 
pects for long-term appreciation. 
Midland Steel Products is engaged 
in the manufacture principally of aut 
mobile frames and chassis. It also pr 
duces power brakes for Chrysler. The 
(CoNnTINUED ON PAGE 53) 
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This Advertisement 1s Particularly Addressed to 


HOLDERS OF CANADIAN SECURITIES 


Canada, as Americans know, is the last North American 
frontier. Its resources are necessary to sustain the ex- 
panding North American economy, replenish the de- 
pleted mineral, lumber and oil reserves of the United 
States and furnish the rare metals called for by an 
atomic and jet-propelled age. It offers unexcelled oppor- 
tunities both for long-term investment and short-term 
speculation. 


In the past, the American investor did not always have 
a happy experience with his Canadian investments. 
Knowing the possibilities of Canada, he was sometimes 
misled by dealers in Canadian securities who were more 
interested in quick promotions than in serious mineral 
development. As a result, many American investors are 
holding securities that may represent assets having great 
possibilities for future enhancement of value, or may be 
entirely worthless. The holder of Canadian securities 
will find it worth his while to consult a specialist in 
Canadian “resource” stocks, who has long experience 
with and maintains important connections in Canada. 


Now, for the first time, a new service is available to him 
from a firm which has for many years specialized in 
Canadian securities based on the country’s natural re- 
sources. 


A LONG-ESTABLISHED HOUSE 


F. W. Macdonald & Co., Inc., is a Commission House 
which has specialized in Canadian investments for 15 
years. Some of its personnel have been closely associated 
with and have been dealing in reputable Canadian securi- 
ties for as long as a quarter of a century. 


This firm has for many years maintained direct wires to 
Toronto and is in immediate touch with all Canadian 
markets. 


A NEW CONFIDENTIAL STOCK 
EVALUATION SERVICE 


F, W. Macdonald & Co., Inc., now offers a confidential 
investment advisory service which is available to sub- 
scribers. Each subscriber will become entitled to a per- 
sonalized analysis and advice concerning securities which 
he already holds. In addition, he will receive immediately 
the first of a series of weekly appraisals of current eco- 
nomic conditions and market trends. Special situations 
of unusual promise are constantly being uncovered and 
thoroughly investigated. This information is also 
brought to the attention of subscribers. 


| ees 


or those interested in investing in Canadian Securities 


SPECIAL INTRODUCTORY OFFER 


To familiarize American investors with this service, 
offered at $25 a year, $15 half year, and $8 quarterly, 
NEW SUBSCRIBERS may enroll for a trial period of 
90 days at a nominal fee of ONE DOLLAR. This trial 
offer is made to enable investors to judge for themselves 
the value, accuracy and thoroughness of our “Trends 
and Forecasts.” 


A SPECIAL SITUATION 


We have just completed a survey of the back- 
ground of one particular stock, which we con- 
sider as greatly undervalued, and which should 
show a substantial advance within a short 
period. New subscribers will receive the name 
of this stock, and may test the accuracy of our 
market information by checking the financial 
quotations in the daily papers. 





For your weekly copy of “Trends and Forecasts” 
and our special stock recommendation, fill in 
this form and send it with One Dollar to 





F.W. MACDONALD & Co., Inc. 


52 Broadway « New York 4,N. Y. HA 2-7673 
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: Please enroll me as a subscriber in your ‘“‘Trends and Forecasts” 
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Service for a trial period of 90 days and give me immediately the 
name of your specially recommended stock. I am enclosing $1.00. 


It is understood that I will become entitled, on written application, 
to a personal analysis of all Canadian securities in my portfolio. 
























INVESTMENT 
ADVISORY SERVICE 


Continuous supervision is essen- 
tial to successful investing. White, 
Weld & Co.'s Investment Advi- 
sory Service provides proven pro- 
fessional management at moderate 
cost to investors requiring such 
assistance. Copies of a pamphlet 
describing the service are available 
upon request. 


Please address Department F 


WHITE, WELD &CoO. 


Members New 11 ork Stock Exchange 
and other Principal Exchanges 


40 Wall Street, New York 5 


























| | 
TAKE YOUR CHOICE 


We will send you ANY ONE of the first 
hand, SPECIAL 1954 REPORTS on the 
companies listed below, together with a 
4 week trial subscription to our bulletin 
service, on receipt of $1. 


These reports are comprehensive and in- 
formative, and in most cases have been 
written after talks direct with management. 
If yu HOLD OR PLAN TO BUY any 
of these stocks, it will pay you to read our 
comments. 


Abbott Laboratories 
American Airtines 


es bo 

ontgomery W vs. 
Sears Roebuck 

Phileo Corp. 

Radio-TV Stocks 

Scudder Fund of Canada 

United Aircraft 

United Air Lines 


Boeing Airplane 
Cigarette Stocks 
Douglas Aircraft 
General Electric; 
Douglas Aircraft; 
American Airtines 


REMEMBER, we can only send you ONE 
of the above reports with your $1 four week 
trial. However, should you wish to sub- 
scribe for one year at $50, we will include 
ALL of the reports with your subscription. 
Investment 


BARBOUR'S Scrciceri. 


105 West Adams St.—Dept. X 
Chicago 3, Illinois 











RIDE TO A BETTER 
PROFIT IN WHEAT FUTURES 


ACTION LINE, the tested advisory service, 
offers investors an opportunity to make consistent 
annual profits in wheat futures. No guesswork! 
ACTION LINE does sot predict a market 
trend. ACTION LINE lets the daily market 
predict its own future on a mathematical for- 
mula that has proven itself over a 30-year 
period. No other advisory service like it. 


Write for free booklet now. No obligation 
whatsoever. 


J. W. GOLDSBURY CO. 


811 MARQUETTE AVENUE 
MINNEAPOLIS 2, MINNESOTA 











MARKET COMMENT 





by LUCIEN O. HOOPER 


Searching for values in the stock market 


Ir is my feeling that more and more 
stocks are getting “high,” but that the 
stock market is going still higher. Fur- 
thermore, I am convinced that there 
are a great many speculative issues, 
many of them representative of “prob- 
lem” companies, which are essentially 
cheap. I look for more interest in specu- 
lative stocks. What troubles me, and 
every other experienced analyst who 
tries to select values in “secondary” 
issues, quite speculative equities, and 
“problem” company stocks, is that you 
do not make a hit every time you come 
to the bat. The batting average is likely 
to be much lower than when dealing 
with quality issues of institutional 
grade. 

Some of the better quality stocks 
which still seem to offer very good 
value (especially in relation to the more 
generously appraised “blue chips”) are 
Standard Oil of New Jersey, Pure Oil, 
National Lead, U. S. Pipe & Foundry 
(should earn $9 this year and may in- 
crease the dividend), Norfolk & West- 
ern, Seaboard Air Line, U. S. Steel and 
General Motors. 

If the buyer is willing to go into 
business man’s risk type equities to get 
a better return, I would think that 
Timken Roller Bearing, Kelsey-Hayes 
Wheel, Southern Pacific, Sheller Manu- 
facturing, Magnavox and Seeger Re- 
frigerator should do him no harm. 
Stocks of this type (high return), how- 
ever, usually do not qualify as “growth” 
issues. 

I am intrigued with some of these 


high book values 

versus prices. I 

suspect that as 

the market moves 

higher there will 

be more interest in 

some of the shares 

which are “bar- 

gains in assets” even if they are not bar. 
gains in quality or bargains in current 
earning power. Here are a few of them: 
American Crystal Sugar selling around 
27 which has a book value of about $77; 
American Export Lines (dividend re 
cently passed) which sells around 1% 
and has a book value of about $42; 
American Sugar Refining (which 
earns about $6 or $7 and pays $4), 
which sells around 64 and has a book 
value of $169.76; Bigelow-Sanford (the 
biggest factor in the recently “sick” 
carpet industry), which sells around 14 
and has a book value of about $38; 
Brunswick-Balke, which sells around 
18% and has a book value of about 
$42; and Chickasaw Cotton Oil, which 
sells at about 21 and has a book value 
of $40.38. 

Here are some more: Eastern Sugar 
Associates (24), $76.77; Cuban Ameri- 
can Sugar (12%), $50.79; Endicott. 
Johnson (really a pretty good company, 
with a 35-year dividend record), which 
sells around 27% and has a book value 
of $67.19; Minneapolis-Moline (a junior 
company in a not-too-good industry), 
which sells around 11 and has a book 
value of $42.17; Motor Products 
(which at times has done very well but 
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recently has been doing poorly), which 
glls around 23 and at the end of last 
June had a book value of $50.53; 
Pacific Mills (one of the really “big” 
textile companies) which sells around 
{0 and has a book value of $71; Pitts- 
burgh Steel (17), $40.96; Schenley In- 
dustries (a real “problem” company), 
which sells around 20 and has a book 
value of $53.12; J. P. Stevens (one of 
the biggest and best managed textile 
enterprises which has been reporting 
ooor earnings this summer), which sells 
yound 25 and has a book value of $48; 
West Indies Sugar (19), $71.21; West- 
em Union (which will earn around $6 
this year and could do much better 
aext year) which sells around 56% and 
has a book value of $146.29; Wheeling 
Steel (43), $84.88; Wilson & Co. 
(104), $30.33; and Wurlitzer (12%), 
$20.28. 

The above high-book-value stocks 
have been screened from a list of sev- 
eral hundred. All of them are selling 
far below the cost of reproducing the 
properties they represent. Of course 
they would not be selling at these 
prices if they represented things as dy- 
namic as Minnesota Mining, Union 
Carbide & Carbon, Bendix Aviation and 
Lincoln National Life. But they are 
slling at an “unpopularity discount” 
rather than at a “popularity” premium. 
The mere listing of them proves that 
there still is room for this market to ad- 
vance further—that not everything is 
overappraised. 

It is notable that in most of the re- 
cent mergers where “problem” com- 
panies have been absorbed by stronger 
units in the industry, the “merger price” 
almost invariably has been materially 
higher than the price at which the sub- 
ject stocks sold before the consolidation 
was negotiated. There are going to be 















































NINE BULL 
YEARS AHEAD?? 


A penetrating report on the funda- 
mental forces guiding the money 
weight in this market, the first 
PERMANENT MARKET in 30 
years, 

The fallacy of bear talk. The vital 
hidden factor that has escaped the 
experts. The 4 PLUS MONEY 
VISTA that gives another 9 years 
of money into stocks. 
TOP-LEVEL perception that 
should be read by every money 
interest. The greater your knowl- 


edge the more you will be con- 
vinced. 


See Our Ad on Page 51 


A Special $1.00 offer that will 
make you a permanent client. 


Cc. F. M. WILLIAMS 
36 West 40th Street, New York 18 
lew York London 
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SIDNEY FRIED 


A GUIDE TO PROFITS (), ever expect to 





If you own an oil stock 


Don’t miss reading 
this book. 


Between 1942-1952 a market average of 
crude oil producers showed those stocks 
advancing 2200% faster than the in- 
dustrial stock average. Here are some 
individual records in that decade. 


Stock Low High 
Amerada Petrol. ........ $10 $235 
Cities Service .......... 2 120 
Superior Oil of Cal....... 26 570 
Texas Pac. Land Tr....... 3 195 


Many of the smaller crude oil pro- 
ducers showed far greater percentage 
gains. 

OIL IN CANADA—Right now. an op- 
portunity is shaping up in crude oil to 


rival anything seen previously. The discovery of oil in East Texas in the 1900's 
took many penny oil stocks and whirled them up to fabulous fortunes. Not only is 
the -present stage of Canadian oil development similar to that of East Texas, but 
petroleum bearing areas of Canada are estimated to be larger than those of our 
five major crude oil producing areas, Texas, California, Oklahoma, Louisiana and 
Kansas. In the last 5 years, Canada has leaped from an insignificant oil producer 
to one of the important producers with crude oil reserves jumping from only 100 
million barrels to over 2 billion barrels. Yet, only about 10% of prospective oil 
areas have been even examined. Canada stands on the threshold of an oil empire, 
and some of the Canadian low-priced oils will be the Ameradas and Superior Oils 


of tomorrow. 


Yes—opportunities in oil stocks are tremendous. But losses suffered by investors 
have been even greater, because most investors cannot distinguish the mere oil 
stock promotion from the actually undervalued opportunity in a crude oil producer. 


A GUIDE TO PROFITS IN LOW-PRICED OIL STOCKS, by Sidney Fried, treats of 
the entire field. explaining exactly why the group as a whole has scored the most 
sensational success of any segment of the stock market, and carefully details how analysis 
of easily-available statistics can steer an investor from the oil stock promotion to the 
remarkable opportunities which are now shaping up due to the market decline. 

The entire book describes where the real profits are made in low-priced oil stocks. You 
will not want to miss this book. Read it, and you will understand why the entire first 
edition was exhausted in one week by readers of Mr. Fried’s other financial studies, and 
why leading brokerage firms are ordering many additional copies for distribution to 
their clients. For your copy, send $2, using the coupon below. You will receive A GUIDE 
TO PROFITS IN LOW-PRICED OIL STOCKS, by Sidney Fried, including at no 
additional charge, a Current Supplement, listing vital information about more than 100 
of the best-situated American and Canadian low-priced oil stocks. 

If you own an oil stock—or ever expect to—Don’t miss reading this book. 





R. H. M. ASSOCIATES, 220 FIFTH AVENUE, NEW YORK 1, N. Y. F-4 


Attached is $2. Please send me A GUIDE TO PROFITS IN LOW-PRICED OIL STOCKS, by 
Sidney Fried, together with Current Supplement. 
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BI Ba Ricca 


on Personal Savings, Trust Funds, 


Institutional Funds, Corporate Furds So 
PAID BY v& 
INSURED SAVINGS 
ASSOCIATIONS 


Any Amount—$500 to $1 MILLION 


24 ik All occounts insured by Federal Agency 
Fie, Fully Protected Mail Program 


Ask for our Nation-Wide list— 
Complete information, 


NO CHARGE FOR OUR SERVICE 
Insured Investment Assoc. § 
176 W. Adams St. © Chicago 3, Ill. say 

Financial 6-2117 STate 2-4439 =o 














GRAIN 
TRADING 


Specific grain advices with exact 
buy-sell price stated in advance. All 
trades closed out. Advice on soy- 
beans, corn, wheat, oats, rye, lard, 
soybean oil and meal. Published 
Monday and Thursday. Air mail free 
beyond 250 miles. 


Trial sub includes booklet “Profitable 
Grain Trading,” also 8 issues of the 
letter, also seasonal trend chart on 
a grain which tends to rise at one 
season. 


New Subscribers Only 
Send $5 for Offer C-4 


NATIONAL GRAIN TRADER 
35 E. WACKER, CHICAGO |, ILL. 
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Essential ee HELPS 
FACTS | a | Alert 
on 1,864 7 STOCK Investors 
STOCKS FACTOGRAPH in 
Plus aan , 
Investment iecsien 
OPINIONS Relative 
on 1,000 STOCK 
ISSUES VALUES 


Indexed for Quick Reference 
FINANCIAL WORLD 


“Stock Factograph” 


The new 40th revised edition of this 304-page annual Ready 
Reference for Investors is a veritable mine of essential background 
information to assist the wide-awake investor in judging the rela- 
tive merits of nearly 1,900 stocks. Complete index enables you 
to find in a few minutes the vital investment facts you want to 
know. More than 20,000 pre-publication orders (half entire 
edition) sold before first copy came from printer—a new record! 


Return “ad” today with $5 Check or Money Order for your copy. Or send $11 
fer 6 months’ trial subscription for FINANCIAL WORLD and receive the 
newly-revised “STOCK FACTOGRAPH” MANUAL in addition to 26 weekly 
copies of FINANCIAL WORLD and 6 monthly copies of “INDEPENDENT 
APPRAISALS,” containing CONDENSED REPORTS and RATINGS on 1,970 
listed stocks. Yearly subscription at $20 entitles you to $5 “Stock Facto- 
graph” Manual FREE. 


Special Get-Acquainted Offer-- 


Return this part of “ad” with $2 for next FIVE weekly copies of FINANCIAL 
WORLD and get “20 RAPID-GROWTH STOCKS TO EARN MORE,” and “Basic 
Principles of Investment Success” (Parts I and II). Besides a digest of earnings and 
other vital financial reports on 1,970 different stocks, this monthly pocket stock guide 
gives our INDEPENDENT RATING on EACH STOCK so you can reach wiser 
decisions as to new purchases and whether to dispose of any stocks you now own.... 
ADD §1 to this $2 offer and send $3 to get TEN WEEKS’ subscription instead of five. 
We really help investors get bigger security values from their investment dollars, 
A trial will convince you. All Your Money Back in 30 Days if not satisfied. 


FINANCIAL WORLD 


51 Years of Service to Investors 
86-FB Trinity Place New York 6, N. Y. 




















13 AIRCRAFT STOCKS 


Rated According to Relative Strength 
Reports show which stocks in this strong group 
carry ee pf — Agy ' —— 

appreciation—also rate stocks. ndustries. 
REALTY INVESTMENTS SS Free to new inquirers. Ask for Reports F-137, 
565 FIFTH AVENVE * NEW YORK 17, N. Y. & AMERICAN INVESTORS SERVICE 
2 ™ ae Larchmont, N. Y. 


Louis S Ylickman 






















more mergers, many of them “defep. 












































sive” from the point of view of the jy 2% 
companies absorbed, but “offensiye’ his lr 
from the point of view of the absorbing ff “°P 
companies. It is hard to know jug jm PU 
where the lightning will strike, but i off. A 
often will be among the “problem’ eh 
companies. Just remember a few recent @ S ' 
intercorporate deals: Goodall-Sanford, ders : 
Robbins Mills, Pacific Mill, Mengel Co, @ “"%© 
Fashion Park, Follansbee Steel, Baker. - 
Rauling, Briggs Manufacturing, ete, a 
The mere mention of one of these 1 
less-than-book-value companies is not dea : 
necessarily a recommendation to buy it. “an 
Of the stocks listed above, my choices ‘ 
would be American Export Lines, § ° *L 
Bigelow - Sanford, Endicott - Johnson, rr ' 
Motor Products, Pacific Mills, J. P. amg 
Stevens, Western Union and Wilson ¢ & sdvar 
Co. article 
For some time Lion Oil (42) has ¥& on the 
been going through a rather uninterest- 
ing period, especially marketwise. The 
company’s affairs are looking up. Its 
recent oil discoveries have been much | 
more impressive, especially in Color ON | 
do and in Louisiana-Arkansas. The fer. Fh 
tilizer end of the business has been ex- yoo 
panded with the completion of a large a 
capital expansion program which hs “" 
increased nitrogen production capaeity § “’"° 
by something like 50%. Earnings this a 
year should be around $4 a share with 1 
a higher net in sight for 1955. The a 
stock has a little historic “congestion’ a 
to get through around 44-46, but would § "" “ 
appear to be above-average value. _ 
Every now and then, I get a letter roa 
asking why I make so few selling rec " a" 
ommendations. Quite frankly, those iis 
selling recommendations I have made ae 
in recent years almost invariably have = : 
been premature. I do not think this is ” 
the kind of a market where one should a | 
take profits in “good” stocks, even i wD 
they do look a bit overappraised. That a di 
does not mean I never recom Mabe 
switches from one issue to another _ 
which looks more attractive. Righ! i ., 5 
now, for instance, I would think thi ; 
Bendix Aviation (90) is more attrac The : 
tive (fundamentally) than General Dy @ "°° 
namics around 70. I would prefer J.2.@ A 
Stevens to American Woolen. 1 woul Statis 
prefer Sheritt-Gordon to Missouri-Kaw @ “unl 
sas-Texas common, I would switt . th 
from American Can to National 00k 
A word about “stop” orders = 
seem timely. In both of the recent sel gg “at 
offs, unwisely placed stop orders, mot — 
than anything else, seemed to be th The 
cause of the correction. Just as soon # ie 
the list becomes “honeycombed” wit od 
stock orders, something usually hap a 
pens to set them off. A “stop” orde iol 
becomes a “market” order just as S00 by § 
as the stock sells through the “sto? “eg 
order price. Often in these thin m# $8.50 






kets, the person who enters a “Sto? 
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order finally has it executed half a 
point, a point or even two points below 
his limit—and altogether too often the 
“stop” order is executed at the low 
price, or near the low price, on the sell- 
of. A “stop” order does not provide 
any assurance whatever that you will 
get the “stop” price. These “stop” or- 
ders are good for the stock broker be- 
cause they are usualiy executed, giving 
him a commission. They often are not 
good for the investor, since they usu- 
ally mean the consummation of a “bad” 
deal. I always discourage clients from 
using them. 

Many people are thinking in terms 
of a sharp decline “after election.” The 
market often has a way of not doing a 
thing that so many people expect. 










Advance release by air mail of this regular 
article will be sent to interested readers 
on the day of its writing. Rates on request. 
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What Every Woman Should Know 
About Finance 

American women are the owners of 
some 70% of the nation’s wealth—yet 
many of them, when attempting to find 
their way about the business world, 
feel lost in a maze of financial jargon. 
Firmly believing that each member of 
her sex should be made “aware of their 
tights, responsibilities and powers in 
financial matters,” the author attacks 
the old saw that the fiscal field is too 
complex for the feminine mind and 
provides a handbook with which to 
guide her “sisters.” The chapters, writ- 
ten simply and to the point, discuss in- 
surance, investment programs, stocks 
and bonds, the working of the stock 
exchange, the Dow theory and the 
reading of the financial page (by 
Mabel R. Putnam, Charles Scribner’s 
Sons, 597 Fifth Ave., New York City, 
$3.50, 1954). 




















The Statesman’s Year-Book 1954 


A handy reference tool supplying 
Statistical and historical data on every 
country, state, territory and principality 
in the world, the Statesman’s Year- 
Book houses a virtual fund of facts 
within its closely packed 1600 pages. 
Relatively small (5 x 7% inches) in 
spite of its bulk, it lends itself with 
ease and convenience to general use. 
The information about each region 
‘overs finances, area and population, 
Svernment organization, production 
and industry, commerce, communica- 
tions and diplomatic relations (edited 
by S. H. Steinberg, St. Martin’s Press 
Inc. 103 Park Ave., New. York City, 
$8.50, 1954). 
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Our New Report Just Off the Press—_ 


“A Fortune Waiting 
in Off-Shore Oil?” 


TEN to TWELVE BILLION BARRELS of oil may lie 
beneath the coastal waters of the Continental Shelf... south 
from Louisiana and Texas. Underwater oil production from 
off Louisiana is already about 42,000 barrels per day... up 
over 100% since last year. A great opportunity awaits the 
smart investor! , 





Big Oil Companies Scramble | 
For Oil Under Gulf | 


Up to $500 per acre has been paid by major oil companies 
for oil leases submerged under 15 to 45 feet of water! Most 
of them now boast of sizable proven reserves. 


HIGH DRILLING COSTS SOLVED? 


The oil industry has long been striving to overcome the 
very high cost of drilling offshore exploratory wells. Last 
spring announcement came of a new way to cut tideland 
drilling costs in half, to explore and develop more quickly 
and to drill in deeper waters. 


What Big Future For This 
“Off-Shore” Drilling Stock? 


Making an amphibious device which cuts drilling costs in 
half, is a Company whose experienced Board of Directors 
constitutes a “who’s who” of water transportation and inde- 
pendent oil industries. In April this Company put over 
$114 Millions cash into its coffers for operations, Actively 
traded around $1.50, the insiders believe its stock offers the 
first opportunity to invest in operations exclusively ex- 
ploiting the fabulous offshore domain. They are convinced 
that when the public knows this Company better, their 
purchases will pressure this stock to much higher levels. 
Our New Report gives you complete picture of the lusty 
“Offshore” Oil industry and latest developments in The 
Company which may revolutionize deep-sea drilling. 


FREE — — Fill out, clip and mail today with $1 
With 4 weeks’ trial F-————-—-—— Se Oe 


subscription to the | DUVAL’S CONSENSUS, INC. 


complete DUVAL’S Dept. Q-141, 41-43 Crescent St., Long Island City |, N.Y. 
INVESTMENT | 


Please send me Report “A Fortune Waiting in Off-Shore 
CONSENSUS serv- | oi” FREE with 4 weeks’ trial subscription to the complete 


Gienen Stocks, Little (Air-Mail $1.25). New subscribers only. 
Blue Chips, Low- 
Priced Speculations ween ee i eae a anne es PE. ye sowe tee 
and all Special Re- 
ports for only $1. 






































Offers Investors and Speculators 
Great Profit-Making Opportunities! 


Subscribe to 
"Stock Market News and Comment" 
One of Canada’s leading Stock Market 
Advisory Services 
(Established in 1936) 
Fill in Coupon below for Introductory 8 weeks 


i Trial Service—$3 


STOCK ANALYSIS 





by HEINZ H. Bik 


What about the rails? 


I HAVE always questioned the validity 
of the stock market theories which re- 
quire that the industrial and railroad 
stock averages have to confirm each 
other in order to establish a definite 
trend. Unfortunately, it isn’t quite that 
easy. Although the stock market, like 
baseball, is a mathematician’s paradise 
with its multitude of data which lend 
themselves to semi-scientific statistical 
analysis, it should be pretty obvious by 
now that the slide rule and pretty 


low as 33%; to- 
day, with opera- 
tions at 66%, the 
stock is_ selling 
above 55. By com- 
parison, Pennsyl- 
vania now sells at 
17%, vs. 18 a year 
ago. As it is quite unlikely that we can 
have a good recovery in steel operations 
without full benefit to the railroads 
which serve the steel industry, the only 





OSCAR C. BARTELLS, B, Com., Investment Advisor 
100 Adelaide St. W., Toronto, Canada No. 2 
I accept your Introductory 8 weeks Trial offer 


of “Stock Market News and Comment” and 
enclose herewith $3 in full payment of same. 

















de Vegh 


Mutuai Fund, Inc. 
Capital Stock 
The subscription price is the 
net asset value per share, 


without the addition of any 
sales lead or commission. 


de Vegh 


Income Fund, Inc. 
Capital Stock 


The subscription price is the 
net asset value per share, 
without the addition of any 
sales load or commission. 


Prospectuses may be obtained from 


de Vegh & Company 


One Wall Street, New York 5 

















MARKET UNCERTAIN ? ? 


We factually measure the effect 


BURNS PER SLING PR PRESSURE 


forces control 
~e $1 for sec ew F 
or $5 for month’s trial on prompt 
refund basis if not satisfied. 


LOWRY’S REPORTS, Inc. 


Established 1938 
250 PARK AVE., NEW YORK 17, N. Y. 








Atch., Topeka & Santa Fe 
Atlantic Coast Line 
Chic., Rock Isl. & Pacific 
Great Northern 

Illinois Central 

Kansas City Southern 
Seaboard Air Line 
Southern Pacific 
Southern Railway 

Texas & Pacific 

Union Pacific 


Probable 
Dividend 


$7.00 
6.00 
5.00 
2.20 
2.50 
3.00 
4.00 
3.00 
3.50 
8.00 
6.00 


18. 00 
14.75 





charts are poor substitutes for good 
judgment. The simple terminology of 
“bull markets” and “bear markets” has 
been replaced for the last eight years 
by a new term: selectivity, a word 
which has acquired a very definite 
meaning for everybody who has held 
the wrong stocks during the tremen- 
dous advance of the 1949-54 “bull 
market.” 

While industrial stocks lost no time 
in recovering the entire loss of the pre- 
Labor Day decline and rising to new 
highs, railroad stocks as a group have 
been poor performers by comparison. 
There are some obvious reasons: (1) 
railroad earnings are highly sensitive to 
declines in business activity, largely 
because of the comparative inflexibility 
of operating expenses and fixed 
charges; (2) the railroad industry does 
not benefit from the expiration of the 
excess profits tax, a factor which has 
cushioned the profits decline of many 
industrial corporations. Without that 
cushion the earnings comparison for the 
leading steel companies, for example, 
would make pretty miserable reading. 

It seems somewhat incongruous that 
the leading steel stocks, whose high 
earnings level is maintained only with 
the aid of EPT relief, should be mak- 
ing new highs, while railroad stocks, 
especially the industrial rails in the 
East, are doing so poorly. A year ago 
when the steel industry was operating 
almost at capacity, U. S. Steel sold as 
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possible conclusion is that the market 
is either too optimistic in its appraisal 
of steel stocks or too pessimistic to- 
wards the rails. 

Although earnings for the entire rail- 
road industry may be down more than 
30% from last year, the number of divi- 
dend casualties will be negligible. Mos 
of the better rails will cover their pres 
ent dividend rates with an enviable 
margin of safety, yet yields of 6% and 
more are commonplace even among the 
best of them. Such yields are no longer 
available on investment-grade_indus- 
trial and utility stocks, and I sugges 
that income-conscious investors include 
some good railroad stocks in their port 
folio rather than seek a high retum 
among secondary industrials. Selec 
tions may be made from the list above. 

For those who wish to speculate i 
rails I suggest Baltimore ¢* Ohio which 
is making a creditable showing this 
year in spite of its leveraged capital 
zation. The B. & O. may earn as 
as $6 on its common stock this yea 
(vs. $10 a share in 1953), but untl 
debt charges are reduced below $2 
million a year, only a small portion 0 
these earnings is actually available fw 
dividends. It is hoped that this go 
can be attained in the not too distal! 
future, at which time the stock (no¥ 
26%) could be a dynamic performer. 

I am impressed by the official est 
mate of $5.50 a share earnings fo 
Westinghouse Electric this year, 
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should permit payment of an extra divi- 
dend of perhaps 50c. Although the 
yield is still pathetically small, this 
stock represents one of the best values 
in the industry. Considering the excel- 
lent long-range prospects of Westing- 
house, a price-earnings ratio (at 69%) 
of 12% times is almost conservative. 
Northrop Aircraft (46) which has 
more than doubled since it was recom- 
mended here (April 15, 1954) will be 


split two-for-one in November. Current 


earnings are excellent, running at the 
rate of about $1 a share per month on 
the present stock, and another dividend 
increase to a possible $2 rate on the 
split stock would be amply justified. In 
my opinion, the stock has not yet ex- 
hausted its appreciation potential. 

Automatic Canteen has advanced 
above 24, where it seems fully priced 
in relation to estimated 1954 earnings 
of $1.60 a share and the $1 dividend 
rate, which is likely to remain un- 
changed for the time being. I do not 
give much credence to rumors that 
“someone” is going to ask for tenders 
at $30 a share. Automatic Canteen, 
recommended here at 15% (Jan. 15, 
1954) may be switched into Interna- 
tional Telephone (22%) or Chicago 
Corp. (23). For those willing to as- 
sume a somewhat greater risk I suggest 
Georgia-Pacific Plywood (15%), which 
is expected to resume dividend pay- 
ments before the end of the year. Earn- 
ings have taken a definite turn for the 
better and may come close to $2 a 
share, compared with only $1.01 in 
1953. The potential is very much 
greater, perhaps $4 a share, provided 
plywood prices hold steady at a satis- 
factory level. 


Advance release by air mail of this regular 
article will be sent to interested readers 
on the day of its writing. Rates on request. 


ON THE BOOKSHELF 


The Dollar 


This book is a compilation of Sir 
George Watson Lectures delivered by 
the author in 1953. The author is a 
celebrated British economist and dis- 
ciple of John Maynard Keynes. The lec- 
tures begin with the evolution of the 
dollar and its history to the present. 
The author then describes the Federal 
Reserve System, and ends with a lec- 
ture on the dollar gap now so important 
in international affairs. His purpose 
throughout is “to interpret the present 
beha. iour of the dollar at least in part 
in terms of the characteristics with 
which its history has endowed it.” The 
lectures end with a plea for a single 
world currency and mutual converti- 
bility (by Roy F. Harrod, Harcourt. 


Brace & Co., New York, N. Y., 1954. 
$3.50). 









October 1, 1954 
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100 Broapway 





A Report on 
The National City Bank 
of New York 


Reviews the record of past accomplishments, 
discusses the proposal to increase capital funds 
by $131,250,000, and examines prospects for the 
future with a strengthened capital position, 


Copies available on written request. 





FIRST BOSTON 
CORPORATION 


New York 5,N. Y. 

















BABSON’S SUGGESTS SWITCHES 
TO BARGAIN-PRICED STOCKS 


Timely, New Babson “Switch” Bulletin 
Lists Immediate Sales and Purchases 


Popular demand has pushed 
prices of some of the best-known 
stocks above their value. At the 
same time, public neglect is keep- 
ing prices of equally good stocks 
at or below their 1946 levels. 
Many of these are bargains. Re- 
cent market behaviour indicates 
that the long overdue switch 
from over-priced leaders to these 
under-priced bargains is devel- 
oping. Babson’s bulletin can help 
you buy before the rise. 


16 Sales Advised 


This New “Switch” Bulletin, 
based on Babson’s 50-year ex- 
perience and up-to-the-minute 
research by 100 trained invest- 
ment personnel, lists 16 leading 
stocks as vulnerable to sharp de- 
clines. Babson’s clients have al- 
ready been advised to take their 


BABSON’S REPORTS Dept. 


profits and reinvest in selected 
bargains. 


25 Bargains Revealed 


Babson’s new bulletin also lists 
25 stocks as among today’s best 
buys. Representing companies 
which have adjusted themselves 
to current conditions, these bar- 
gains cover stocks for income, 
capital gain, growth and specu- 
lation. They promise to score 
substantial advances when the 
public wakes up. 


Yours for Only $1.00 


For only $1.00 — to cover cost 
of preparation and mailing — 
you get this sample of the un- 
biased advice that helps in- 
vestors guard and increase their 
gains. Write: 


F-16, Wellesley Hills 82, Mass. 














Your dividend notice in FORBES 
directs nationwide attention of 
influential 


investors in finance 


and industry to your company. 








STOCK, BOND, DEBENTURE Issues 


Chattel PAYMENTS REDUCED 
Mortgages Hotel, Theatre, Factory, 
on Realty & Promotional Financing or 
Equipment New Business. 


WORKING CAPITAL 


1008 FIFTH AVE., N. Y. 28, N.Y. 
SY FIELD Phone: BU 8-5792 








49 











FOR LARGE 
CAPITAL GAINS 


Highly Volatile Stock With 
Large Profit Potentials 
Low High 
1951-54 $5 $40 
Now Around $7.50 a Share 
Owns mineral rights on 93,000 
acres in Mississippi. 
21,347 acres leased to 32 
lessees including major oil com- 
panies. 
About $55,000,000 is spent an- 
nually to further discovery and 
development of oil properties 
in Mississippi. 
Only common stock outstanding 
. « « no bonds or preferred. 
Current assets 12% times current 
liabilities . . . showing rugged 
financial strength. 
Send for Report F. 


Send Coupon for Bargain Stock Report 


GENERAL INVESTING CORP. 


80 Wall St., N. Y. 5 © BO 9-5240 





50-Year Dividend-Payer 











genoa ee 


Mutual Funds to meet 
varying investment purposes 


Shares of NATIONAL SECURI- 
TIES SERIES provide an invest- 
ment in a group of diversified 
funds with varying investment 
objectives and whose assets 
are currently invested in port- 
folios with over 400 securities 
of American corporations, a 
cross-section of American in- 
dustry. For Prospectus and 
other information, fill out and 
mail the coupon below. 
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Name 





Address 





City & State. 


NATIONAL SECURITIES & 
RESEARCH CORPORATION 
Established 1930 
120 Broadway, New York 5, New York 
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MARKET PERSPECTIVE 





by ELMER M. SHANKLAND 


Growth stocks—building blocks for retirement 


THE popular investment concept of 
“growth stocks” is too often a frame of 
mind rather than a frame of refer- 
ence. The tendency to over-glam- 
orize the growth stock is no doubt a 
natural one in view of the outstanding 
performance of such stocks in recent 
years. But too little has been done by 
the average investor to use the growth 
stock as a specific tool for his particu- 
lar investment objective. 

Let’s look at the growth stock in con- 
nection with one of the basic aims of 
man—retirement. The growth stock is a 
natural building block for any retire- 
ment program. Its many advantages 
lend themselves admirably for use in 
“starter” programs of common stocks 
for this purpose. 

Generally, the economic environment 
is highly favorable for growth stocks. 
A growing population, rising standard 
of living, increasing personal dispos- 
able income, and an expanding rate of 
production as translated into gross na- 
tional product, point up the continued 
dynamic nature of the economy which 
should concurrently be reflected in 
broadly expanding operations of the 
typical growth concern. 

Specifically, a growth stock is gen- 
erally viewed as one whose rate of 
growth—as reflected in its sales, earn- 
ings and dividends—is better than the 
average and which should result in at- 
tractive, long-term capital gain oppor- 
tunities. The growth company is usu- 
ally characterized by an aggressive, 
alert management, with incomparable 
ability to capitalize upon technological 
change and shifting levels of consumer 


standards. Expan- 
sion of the growth 
company itself is 
usually _ financed 
largely internally— 
depreciation, de- 
pletion and earn- 
ings are fruitfully 
turned back into operations. With fa- 
vorable profit margins, the plow-back 
builds up stockholders’ equity much 
faster than a company outside the 
growth circle, as can be seen in the 
following example: 


Rohm & Haas Lerner Stores 
$6.73 $1.95 
1.60° 1.50 


1953 earnings 
1953 dividends ... 


Retained earnings.. 5.13 


0.45 
% of earnings kept 

in last 6 years.. 81% 40% 
Operating profit as % 

of sales (1948-53) 20.0% 5.8% 


* Plus 4% stock. 


It should be remembered that the 
income of a growth security is largely 
deferred into the future. In view of the 
current high level of income taxes and 
the relatively favorable advantage 
granted by the smaller capital gains 
tax, deferred income takes on added 
attraction. 

The timing factor, so important in 
stock purchases, loses its immediacy in 
regard to growth stocks. Since the long- 
term basic trend is upward, the investor 
need not worry about trying to pin- 
point purchases at the “low.” 

The growth-stock buyer is also in the 





A $10,000 STARTER PROGRAM FOR RETIREMENT 


Investment Quality 


Approx. 
Shares Company Price 


15 Aluminium Ltd. ... 67 
20 Gulf Oil 58 
15 Phillips Petr. ...... 62 
20 = Food Fair 4] 
20 Westinghouse 68 


TOTALS 


Approx. 


$1,005 


Indicated 
Cost Dividend 


$2.00 
1,160 2.00° 
930 2.60 
820 .80° 
1,360 


$5,275 


$165.00 


Businessman’s Risk 


Warren Petr. ...... 37 
Rayonier 48 
Food Machinery ... 45 
Marathon 27 
Olin-Mathieson .... 45 


TOTALS 


* Plus stock. 


$925 $40.00 
1,200 50.00 
1,125 t 50.00 
810 ‘ 36.00 


1,125 50.00 


$5,185 


$226.00 
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best of company—for such stocks are 


and have been the long-term favorites 
of the professional investors like insur- 
ance companies, mutual funds, pension 


programs, etc. 


All of the above cited factors com- 
bine to make the growth stock an in- 
tegral, basic choice for retirement pro- 
grams. Most of us think of retiring from 
business some day and settling down to 
enjoy a hobby or just “take it easy.” 
But it is not until most of us are in our 
forties that we get the opportunity to 
really plan for retirement. At this pe- 
riod we are in or just entering the most 
productive and profitable period of our 


careers. 


But it is also during this period that 
a man finds that taxes, the cost of liv- 
ing, and general inflation are serious 
obstacles to the accumulation of money. 
Just to get an income of $250 monthly 
would normally require some $50,000 


in investments. 








hoped for in 1929. 


back as 1949. 


New York 





See our ad on page 45 


$1.00 


Has Bull Market 
Just Started?? 


A startling analysis for every 
intelligent investor. Why this mar- 
ket has confounded all the ex- 
perts. The true story behind last 
year’s break. The long back area 
of gross undervaluation. The 
startling fact that everyone has 
missed. Why inside money con- 
tinues to pourin. Why stocks may 
be ready to discount what was 


A penetrating report that will 
convince you, one of the famous 
BASIC ANALYSIS issues that 
forecast the present highs as far 


ONLY $1.00 
C. F. M. WILLIAMS 


36 West 40th Street, New York 18 
London 
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It is here that the use of growth 
stocks in retirement planning comes to 
the fore. A man need not start off with 
a large sum initially to get his program 
under way. A periodic investment say, 
of $500, compounded annually, would 
accelerate the accumulation of funds. 
Using a yield of 8%, compounded an- 
nually, $500 would grow to some 
$22,000 within twenty years. (This 
yield is based on the historical 5% re- 
turn afforded by listed industrial stocks, 
plus the historical average annual rate 
of increase in market value of common 
stocks of 3%.) 


In the accompanying table we list a 
“starter” program of growth stocks. 
These have been divided into two 
groups—those of top investment qual- 
ity, with characteristic low yields, and 
those of good quality stocks, usually 
considered businessmen’s risk type 
stocks. The compounding principle ap- 
plied to an initial investment of $10,- 
000 could well see the portfolio rise in 
value some 2% times in fifteen years, 
and even reach the figurative $50,000 
by retirement time. 


It may be objected that the typically 
small yield afforded by growth stocks 
would cut down the funds available for 
effective compounding. But true growth 
stocks eventually remedy this situation, 
as witnessed by the following example: 
Purchases of Goodrich and Interna- 
tional Shoe made ten years ago would 
have received yields of 3.7% and 4.5%, 
respectively. Today, the original invest- 
ment would have yielded 17.8% and 
6.0%, respectively. 

It will be noted that the stocks se- 
lected for the program are those with 
“youthful” qualities. We don’t mean 
young in age, but in the more intangi- 
ble, more important factors like man- 
agement, unexploited potentials, re- 
search effort and new product develop- 
ment. 





HOW TO SELECT STOCKS UNDER $5 


FOR GROWTH AND PROFIT 


Now you can get revealing re- 
ports giving expert analysis 
2 and opinion on investment 


bargains in little-known 


stocks. These are stocks of 
HIGH-GRADE companies 
that are well managed, have 


good earning prospects, 


yet 


are overlooked by the average 
investor. We specialize in 
these stocks selling under $5. 
A. J. G. of Westport, Conn., 
writes: “I now take 4 other 


nm 


services, but yours is the best 
I have seen for the small in- 
vestor.” 


FREE TRIAL OFFER: No 
obligation. See for yourself 
how you can benefit from 
“hidden” stocks that may 
show unusual profits on just 
a small investment. Selected 
Securities Research, Inc., 
Dept. F-22, Hillside, New 


. Jersey. 
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For short term swing 
trading in grains .. . 
OR active stocks ... 
(Check which). 


No obligation. Just clip and mail 
with stamped SELF-ADDRESSED 
ENVELOPE. 
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LESTER B. ROBINSON 
1204 Russ Building 
San Francisco 4, California 











PROFITS FOR YOU 


During the first eight months of this year, 
on ALL CLOSED TRANSACTIONS IN 
MY OWN ACCOUNT I TOOK PROFITS 
OVER LOSSES OF 


$24,790.96 (plus dividends) 


I buy the same stocks I recommend 


NEW READERS: Next 2 bulletins $1.00 


THE INCOME BUILDER 


RIVER EDGE, NEW JERSEY 

















Would $1,000 a Month 
Market — interest 
ou? 


THAT—and more—is our subscribers goal! 


Sounds like a lot of money, but only $50 
a day average profit would be $250 a week 
$1,000 a month. 


A California subscriber wrote us Aug. 25, 1954: 
“You really made me money during past two months. 
My sincerest thanks.’’—From Chicago: ‘‘Your service 
is swell. Would not be without it. You sure call 
the shots correctly.’""—Gary, Ind.: **You have the 
FINEST service I’ve EVER SEEN.”—S:. Louis: 
At time I BEGAN your service, had big losses in 
grain. All these losses were ‘made up on your 
initial tips on soybeans, so for year 1953 I anaes 
even. March 1954 finds me $6, 500 ahead, prin- 
cipally on soybeans.’’—Mass.: ‘‘Your golden advice 
of Mar. 5, 1954, turned the trick again. ‘Buy 5,000 
bu. soybeans at $3.53, make $3,000 by April 15.’ 
Well, we DID—and most warmly thank you again.”’ 
—Florida: Followed your advice on grains—made 
$3,000 profit using very small amount of money.” 
OUR SERVICE began business Feb. 1, 1928, now 
26 years old, under SAME directorship OVER 
QUARTER OF A CENTURY! Our TUESDAY and 
FRIDAY letters give DEFINITE buying-selling 
advices on SOYBEANS, WHEAT, CORN, RYE, 
COTTON, STOCKS. Our motto: Make big QUICK 
profits in commodities—‘‘salt away’’ profits in good, 
sound, promising stocks. 


SPECIAL "GET ACQUAINTED" OFFER 
OUR NEXT 5 MARKET LETTERS, issued TUES- 
DAY AND FRIDAY, covering all 6 markets men- 
tioned above—AIRMAIL—also our latest list of 7 
FAR - ABOVE - AVERAGE STOCKS that should 
double or triple present levels—ONLY $1. — 
trade could make you 100 times that. IMMEDIA 
ACCEPTANCE. Use order form below—NOW. 


MARKET ADVISORY BUREAU 


Dept. FM, P. 0. Box 2106, Atlanta |, Ga. 


Send EVERYTHING mentioned above via airmail. 
Enclosed $1 in full payment. 


NAME 











Southern California 
Edison Company 


DIVIDENDS 
COMMON DIVIDEND NO. 179 


PREFERENCE STOCK 
4.48% CONVERTIBLE SERIES 
DIVIDEND NO. 30 


PREFERENCE STOCK 
4.56% CONVERTIBLE SERIES 
DIVIDEND NO. 26 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 

50 cents per share on the 
Common Stock; 

28 cents per share on the 
Preference Stock, 4.48% Con- 
vertible Series; 

281 cents per share on the 
Preference Stock, 4.56% Con- 
vertible Series. 

The above dividends are pay- 
able October 31, 1954, to stock- 
holders of record October 5, 
1954. Checks will be mailed 
from the Company's office in 
Los Angeles, October 30. 


P.C, HALE, Treasurer 
September 17, 1954 
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BOOKLETS 











Valuable booklets are published by 
many concerns and made available 
free to interested businessmen. The 
best of these on matters of wide 
interest are listed as a service to 
Forses readers. Address your te- 
quest, by number, to: Subscriber 
Service Dept., Forses Magazine, 
80 Fifth Avenue, New York 11, N. Y. 


326..Lire InsuraNcE Fact Book: 
Crammed with “the facts of life” in the 
life insurance business, this booklet, the 
best such yet seen by the Forses editors, 
is a “must” for investors, financial writers, 
newsmen, speech-makers, researchers or 
any of the 90,000,000 policyholders in the 
U.S. Examples: last year, most of the aver- 
age life insurance income dollar came from 
81.7c in premiums paid by stockholders, 
17.8c from investment earnings; 80.4c of 
that dollar went into policy reserves and 
other funds, 17c to operations, 1.9c for 
taxes, and dividends of .7c to stockholders 
in companies having a_ stock interest. 
Heavily graphed and charted, the survey, 
prepared by the Institute of Life Insur- 
ance, chronicles cost factors, types of life 
insurance, mortality tables, insurance or- 
ganizations and officials. The booklet’s 
largest section, Life Insurance Assets, ticks 
off the distribution of assets of U.S. life 
insurance companies, presents monthly ac- 
quisitions and holdings of investments in 

















This advertisement is neither an offer to sel] nor a solicitation of offers to buy any of these securities. 
The offering is made only by the Prospectus. 


NEW ISSUE 


$250,000,000 
American Telephone and ‘Telegraph Company 
Thirty Year 34% Debentures 


Dated September 15, 1954 


Price 102.52% and accrued interest 


Copies of the Prospectus may be obtained from any of the several underwriters, 
including the undersigned, only in States in which such underwriters are qualified to 
act as dealers in securities and in which the Prospectus may legally be distributed. 


The First Boston Corporation 
Bear, Stearns & Co. 
Ladenburg, Thalmann & Co. 
Salomon Bros. & Hutzler 
Phelps, Fenn & Co. 


Hirsch & Co. 
Francis I. duPont & Co. 
Burnham and Company 


Eastman, Dillon & Co. 

Merrill Lynch, Pierce, Fenner & Beane 

Wertheim&Co. _ Blair & Co. 

Incorporated 
Schoellkopf, Hutton & Pomeroy, Inc. 
Shields & Company Coffin& Burr Gregory&Son Baxter, Williams &Co. Hayden, Stone & Co. 
Incorporated Incorporated 

Baker, Weeks & Co. 
McLeod, Young, Weir, 

Ball, Burge & Kraus 

New York Hanseatic Corporation Wm. E. Pollock & Co.,Inc. Riter & Co. 


Spencer Trask & Co. 


September 22, 1954 


Due September 15, 1984 


Halsey, Stuart & Co. Inc. 
Equitable Securities Corporation 
L. F. Rothschild & Co. 
Dick & Merle-Smith _Hallgarten & Co. 
Central Republic Company 
(Incorporated) 


Tucker, Anthony & Co. 
The Robinson-Humphrey Company, Inc. 
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1958. Also included is a compendium of 
historic dates: e.g., the first (1759) life 
insurance company in the U.S. was “The 
Corporation for Relief of Poor and Dis. 
tressed Presbyterian Ministers and of the 
Poor and Distressed Widows and Children 
of Presbyterian Ministers” (111 pages). 


827. EtecrricaAL OPERATION Heap 
acHEs: Nary a businessman has not, at 
one time or another, “blown a fuse” over 
the electrical setup in his plant or office, 
Comparing an electrical system with the 
human body, this general survey takes a 
snappy “preventative medicine” approach 
to electrical ills, suggests ways to scotch 
electrical failures before they bud. Gen- 
erously cartooned with “prescriptions” 
for wiring, lighting, telecommunications, 
safety equipment (12 pages). 


828. WHat New _ INpustTRiaAL Joss 
Mean To A Community: For both big 
and little businessmen, long bemused by 
what happens to a local community when 
a new manufacturing plant rises on the 
edge of town, here are a few answers to 
the perplexing question in a survey by 
the Economic Research Department of the 
U.S. Chamber of Commerce. Covering a 
10-year period in nine states (mostly in 
the South), the Chamber notes just how 
much new income streamed into the cash 
registers of local merchants and coffers of 
local banks. Investors with a yen for put- 
ting their money in department store, food 
and variety chain store stocks may look 
to this booklet for pointers on the impact 
of new industry on their investments (12 
pages). 


329. “Live” InvesTMENTS For LiFe 
TIME Livinc: Not only will the teacher- 
turned-investor want to read this report 
on the College Retirement Equities Fund 
(an affiliate set un by the 35-year-old 
Teachers’ Insurance and Annuity Associa- 
tion), but so will every other person plan- 
ning on investing for retirement. One main 
finding: the results of adding the “live” 
ingredient of common shares to the tradi- 
tional program of fixed income securities. 
Although the Fund is confined to educa- 
tors, the author rightly concludes that “its 
program provides a formula for any man 
planning ahead for financial security in an 
economic climate he cannot predict . . € 
(13 pages). 


330. Jusr How Goop Are CoMMON 
Stocks: Left to his own devices, the ul 
sophisticated, long-term investor is apt t0 
wander blindly in a morass of statistics. 
This booklet, culling the cream from 4 
two-year study of common stocks by the 
Bureau of Business Research at the Uni 
versity of Michigan, should help him out 
of the statistical soup. One investors’ tid- 
bit: “If you were to invest a fixed sum of 
money every year for a period of yeais 
in a cross-section of common stocks, 
if you reinvested all dividends, the retum 
you could expect would be the equivalent 
of 12.2% compound interest on you 
money” (9 pages). 















































































































































aM 
CONSOLIDATED = 
NATURAL GAS 2 
cs COMPANY Z 
s- 30 Rockefeller Plaza 2 
New York 20, N. Y. 5 
e DIVIDEND No. 27 H 
) 3 
| HE BOARD OF DIRECTORS s 
has this day declared a regular = 
quarterly cash dividend of Sixty- 2 
D Two and One-Half Cents(6244¢) {|= 
at per share on the capital stock of = 
the Company, payable on Novem- = 
er ber 15, 1954, to stockholders of a 
.e, record at the close of business 2 
he October 15, 1954. = 
R. E. PALMER, Secretary 2 
a September 16, 1954 : 
ch ill Mn 
n- 
is” 
. PACIFIC GAS and ELECTRIC Co. 
- DIVIDEND NOTICE 
Dig Common Stock Dividend No. 155 
by The Board of Directors on September 8, 
en 1954, declared a cash dividend for the 
third quarter of the year of 55 cents 
the per share upon the Company's com- 
to mon capital stock. This dividend will 
be paid by check on October 15, 1954, 
by to common stockholders of record at the 
th close of business on September 27, 
e 1954. The Transfer Books will not be 
ya closed. 
in K. C. Curistensen, Treasurer 
OW San Francisco, California 
ash 
of 
(a RRA 5 NA 
yut- 
“ THE ELECTRIC STORAGE BATTERY 
00: 
yact COMPANY 
(12 216th Consecutive 
Quarterly Dividend 
[FE- The Directors have declared 
her- from the Accumulated Surplus 
port of the Company a dividend of 
und fifty cents ($.50) per share on 
-old the Common Stock, payable 
cia- . September 30, 1954, to stock- 
lan- holders of record at the close 
rain of business on September 20, 
ive” 1954. Checks will be mailed. 
adi- E. J. DWYER, 
ties. Secretary 
nca- Philadelphia, September 10, 1954 
“its 
man 
1 an 
” 
MON 
un- 
t to 
tics. DIVIDEND NOTICE 
m a The Board of Directors has declared 
the the following dividends : 
Uni- PREFERRED STOCK 
out A quarterly dividend of $1.06%, 
tid- payable Oct. 1, 1954 to stockholders 
aa of record Sept. 10, 1954. 
eat COMMON STOCK 
aa A quarterly dividend of 30c, 
Payable Oct. 1, 1954 to stockholders 
‘at of record Sept. 10, 1954. 
your Rosert W. Jackson, President 

























INVESTMENT POINTERS 





(CONTINUED FROM PAGE 42) 


demand for the company’s products 
should increase with the starting of 
1955 models, particularly of Chrysler, 
which is expected to make a very great 
effort to regain their position in the 
“Big Three.” The stock is down from a 
1950 high of almost 55, and in view 
of the excellent financial structure, and 
liberal dividend policy, this would ap- 
pear to be a good prospect for capital 
gains, and good income. Recent price, 
83%. Current dividend rate, $3. 

Koppers Company is another corpo- 
ration whose varied activities should 
show an increased return in the future. 
Its chemical division has been recently 
expanded, while products for the con- 
struction industry should continue at 
relatively high levels. Indications are 
that the present $2.50 dividend rate 
will be continued. At the recent price 
of 35%, the yield is 7.1%. Management 
is excellent. 


Advance release by air mail of this regular 
article will be sent to interested readers 
on the day of its writing. Rates on request. 


ON THE BOOKSHELF 





Our Stake In World Trade 


A forceful argument for a less re- 
stricted world trade is slanted directly 
at those of us who are still uncon- 
vinced of its importance to the U.S. 
Messrs. Lubin and Murden, both for- 
merly associated with the United Na- 
tions in economic and social affairs, 
warn that “What we need is a tariff 
policy in the national interest—the in- 
terest of the consumer, the taxpayer, 
the laborer, the businessman and the 
farmer—not a policy in the interest of 
a few at the expense of the many.” Bol- 
stering the “free trade” theory with 
data on manufacturing productivity, 
trade, income and foreign investments, 
this pamphlet states its case in a way 
that high protective tariff adherents 
will find hard to refute (by Isadore 
Lubin & Forrest D. Murden, Jr., Head- 
line Series #106, Foreign Policy Asso- 
ciation, 345 E. 46th St., New York 
City, 85c, 1954). 








St.Joseph 





POWDER AND CREAM 


NASAL MEDICATION 


Plough, Suc. 


96th CONSECUTIVE 
QUARTERLY DIVIDEND 


The regular quar- 
terly dividend of 
fifteen cents per 
share on the cap- 
ital stock of this 
company has been 
declared payable 
October 1, 1954, 
to stockholders 
of record Septem- 





Nujol | ber 15, 1954. 
QUALITY MINERAL OIL 
Cc. A. HARRELSON 
PENETRO Treasurer 
COLD PRODUCTS 





















Common and 
Preferred Stock Dividends 


The Board of Directors of Safe- 
way Stores, Incorporated, on 
Sept. 3, 1954, declared the 
following quarterly dividends: 


60¢ per share on the 
$5.00 par value Com- 
mon Stock. 


$1.00 per share on the 
4% Preferred Stock. 


$1.0714 per share on 
the 4.30% Convert- 
ible Preferred Stock. 


Common Stock dividends and 
dividends on the 4% Preferred 
Stock and 4.30% Convertible 
Preferred Stock are payable 
Oct. 1, 1954 to stockholders 
of record at the close of bus- 
iness September 15, 1954. 


MILTON L. SELBY, Secretary 
September 3, 1954 











PHOTO CREDITS 


Pace 13—Bettmann Archive. 

Pace 21—International. 

Pace 15—Standard Oil Co. (N. J.). 
Pace 23—Standard Oil Co. (N. J.). 
Pace 24—International (1). 

Pace 25—Standard Oil Co. (N. J.) 
Pace 31—Bettmann Archive. 
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ROME CABLE 











62nd Consecutive Dividend 








The Board of Directors of Rome 
Cable Corporation has declared 
consecutive Dividend No. 62 for 
35 cents per share on the Common 
Capital Stock of the Corporation, 
payable October 1, 1954, to hold- 
ers of record at the close of busi- 
ness on September 17, 1954. 


Gerarp A. Weiss, Secretary 
Rome, N. Y., September 8, 1954 








THOUGHTS 





If Americans have had a paramount 
educational objective, it has not been 
the building of bigger and bigger intel- 
lects but rather the setting of men upon 
their own feet. —Rosert T. Harris. 


Knowledge comes by eyes always 
open and working hand, and there is 
no knowledge that is not power. 

—JEREMY TAYLOR. 


Learning and liberty march hand in 
hand, or they do not march at all: the 
one is the condition of the other. 

—Sm HartTLey SHAWCROsS. 


Knowledge is a treasure but practice 
is the key to it. —THoMas FULLER. 


I know of no safe depository of the 
ultimate powers of society but the 
people themselves, and if we think 
them not enlightened enough to exer- 
cise their control with a wholesome dis- 
cretion, the remedy is not to take it 
from them, but to inform their discre- 
tion by education. 


—THOMAS JEFFERSON. 


A man who gives his children habits 
of industry provides for them better 
than by giving them a fortune. 

—WHATELY. 


Labor is discovered to be the grand 
conqueror, enriching and building up 
nations more surely than the proudest 
battles. —Wittuo E. CHANninc. 


If you do what you should not, you 
must bear what you would not. 


—FRANKLIN. 


The lightning spark of thought, gen- 
erated or, say rather, heaven-kindled, 
in the solitary mind, awakens its express 
likeness in another mind, in a thousand 
other minds, and all blaze up together 
in combined fire. —THomas CARLYLE. 


No matter what looms ahead, if you 
can eat today, enjoy the sunlight to- 
day, mix good cheer with friends to- 
day, enjoy it and bless God for it. Do 
not look back on happiness—or dream 
of it in the future. You are only sure 
of today; do not let yourself be cheated 
out of it. —Henry Warp BEECHER. 


When you affirm big, believe big, 
and pray big, big things happen. 
—NorMAN VINCENT PEALE, D.D. 


ON THE BUSINESS OF LIFE 


This wonder we find in hope, that 
she is both a flatterer and a true friend. 
How many would die did not hope 
sustain them; how many have died by 
hoping too much! —FELTHAM. 


Economy is in itself a great source 
of revenue. —SENECA. 





B. C. FORBES: 


The self-respecting person can- 
not flout the self-respect of others, 
cannot do unto others what he 
would resent having done to him- 
self, for he who wounds the self- 
respect of another thereby mars 
and scars his own self-respect. 
Without self-respect there can be 
no genuine success. Success won 
at the cost of self-respect is not 
success—for what shall it profit a 
man if he gain the whole world 
and lose his own self-respect? 
Unless one build on a foundation 
of self-respect, one’s life struc- 
ture, no matter how glittering and 
imposing on the outside, is cor- 
roded and honey-combed within, 
liable to collapse ignominiously 
at any moment. 











No man can make good during work- 
ing hours who does the wrong thing 
outside of working hours. 

—Ws. J. H. BoeTcKer. 


If you wish your merit to be known, 
acknowledge that of other people. 
—ORIENTAL PROVERB. 


Tact is one of the first mental vir- 
tues, the absence of which is often 
fatal to the best of talents; it supplies 
the place of many talents. —Srms. 


Let us live in as small a circle as we 
will, we are either debtors or creditors 
before we have had time to look 
around. —GOETHE. 


A lot of voters always cast their bal- 
lot for the candidate who seems to 
them to be one of the people. That 
means he must have the same supersti- 
tions, the same unbalanced prejudices, 
and the same lack of understanding of 
public finances that are characteristic 
of the majority. A better choice would 
be a candidate who has a closer under- 
standing and a better education than 
the majority. Too much voting is based 
on affability rather than on ability. 

—WILLIAM FEATHER. 


No man can, for any considerable 
time, wear one face to himself, and 
another to the multitude, without final- 
ly getting bewildered as to which is 
the true one. —HAWTHORNE. 


A man who lives right, and is right, 
has more power in his silence than an- 
other has by his words. 

—PHILLIPs Brooks. 


The poorest way to face life is to 
face it with a sneer. 
—THEODORE ROOSEVELT. 


What the future holds for us, de- 
pends on what we hold for the future. 
Hard working “todays” make _high- 
winning “tomorrows.” 

—WiLLiaM E. Hotter. 


Be thankful not only that you are 
an individual but also that others are 
different. The world needs all kinds, 
but it also needs to respect and use that 
individuality. —Donavp A. Lair. 


It is foolish to try to live on past 
experience. It is very dangerous, if not 
a fatal habit, to judge ourselves to be 
safe because of something that we felt 
or did twenty years ago. 

—SPURGEON. 


Old age, believe me, is a good and 
pleasant time. It is true that you are 
quietly shouldered off the stage, but 
then you are given such a comfortable 
front seat as spectator, and if you have 
really played your part you are more 
content to sit down and watch. 

—JANE ELLEN HARRISON. 


Let the world see that this nation 
can bear prosperity; and that her honest 
virtue in time of peace is equal to 
bravest valor in time of war. 

—THOMAS PAINE. 





A Text... 


Sent in by Mrs. Raymond Alsop, 
Salinas, Calif. What’s your favor- 
ite text? A Forbes book is pre- 
sented to senders of texts used. 


a 


For man looketh on the outward appear- 
ance, but the Lord looketh on the heart. 


—I SamuEt 16:7 
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Forbes 





HALF-PRICE FORBES BOOK SALE 


Save 50% and More on FORBES Business Books to October 31, 1954 Only! 


Our business book inventory is temporarily top-heavy. The 
books will sell eventually at full price, but our comptroller 
would like to see our inventory reduced. So—the greatest book 
sale in Forbes History! Brand new, bindery fresh business 
books at half price and less. 


By slashing prices to the bone, we reduce our inventory—and 
you get the bargain of a lifetime. Don’t miss this opportunity 
to build up your business library with vital Forbes books that 


WAYS AND MEANS TO 
SUCCESSFUL RETIREMENT 


by Evelyn Colby & John G. Forrest 


Packed with down-to-earth help on all the prob- 
lems people face on retirement, especially the 
problems of finance . . . points out hundreds of 
ways for retired men and women to earn extra 
money from hobbies or part-time businesses they 
can start on a shoestring. 


WAS $3.50 NOW $1.75 


AMERICA'S TWELVE MASTER 
SALESMEN 


Twelve outstanding successes bring you valuable 
pointers on the fine art of selling; among others: 
James A. Farley, Max Hess, Jr., Conrad Hilton, 
Alfred E. Lyon, Dr. Norman Vincent Peal, 
Thomas J. Watson, William Zeckendorf, etc. 


WAS $3.00 NOW $1.50 


THIS WILL KILL YOU 
by Charles Furcolowe 


Here is a new form of guide-book on how to kill 
yourself. <A hilarious but downright sensible vol- 
ume on matters of diet and health, including how 
to stop smoking, prepared under the supervision 
of a distinguished physician—‘“‘guaranteed” to add 
years to your life or your money back! 


WAS $2.75 NOW $1.38 


REVIEW AND REFLECTION 
—A HALF-CENTURY OF LABOR 
> RELATIONS 
by Cyrus S. Ching 


Cy Ching, who actively participated in the most 
dynamic 50 years of industrial’ relations, first 
within industry itself, and, subsequently, as Fed- 
eral Mediator, reviews this vital era (1903-53), 
gives ground rules for successful labor-manage- 
ment. 


WAS $3.95 NOW $1.98 


HOW AM I DOING? 
by Robert F. Moore 


A practical guide book for the young executive 
who wants to “go places.” It is designed to help 
him get his bearing, fix a goal, chart a course and 
steer straight through to his chosen destination. 


WAS $3.00 NOW $1.50 


SOLVING PUBLIC RELATIONS 
PROBLEMS 
by Verne Burnett 


The author, Public Relations Counsel, shows con- 
crete, actual problems of turning public relations 
in your favor . . . tested ideas for getting your 
story across to employees, consumers, stock- 
holders, executives, opinion makers, government 
agencies, clubs and special groups. 


WAS $3.00 NOW $1.50 


101 UNUSUAL EXPERIENCES 
Collected and arranged 
by B. C. Forbes 


Inspiration and cheer gleaned from the careers of 
business leaders and other famous persons such 
as Luther Burbank, Andrew Carnegie, Calvin 
Coolidge, Walter P. Chrysler, Thomas Edison, 
David Sarnoff, etc. . 


WAS $3.50 NOW $1.50 


tell you how to: step up your business progress; sharpen your 
“sell-how” ; mold public opinion to your favor; get to the top 
and stay there; keep healthy under pressure; get more out of 
life ; insure a happy, secure retirement. 


These are books you will read and refer to over and over again 
for inspiration, relaxation, self improvement. Order today be- 
fore this amazing money-saving offer expires October 31, 


1954. 


THE LIFE STORIES OF AMERICAS’ 
50 FOREMOST BUSINESS LEADERS 


Edited by B. C. Forbes 


Selected by a poll of 500,000 businessmen— 
these 50 “foremost” explain how they rose to 
fame . . . how they prepared themselves . 
how they won promotions by grasping oppor- 
tunities . . . how they- stay at the top. 50 
biographies and photographs. 


WAS $5.00 NOW $2.00 


THE BEST THINGS IN LIFE 
by Professor Harry Hepner 


The Forbes prize-winning manuscript that 
helps you rise above your personal problems, 
outwit your worries and attain ‘inner con- 
fidence and outer poise. Illustrated. 


WAS $3.95 NOW $1.98 





— > SPECIAL <— 


COMPLETE FORBES BUSINESS 
LIBRARY OF ALL NINE BOOKS 


ORIGINALLY $33 4.65__Now ONLY $75. 


ALL BRAND NEW, BINDERY FRESH BOOKS 
MONEY BACK IN 10 DAYS IF NOT SATISFIED 


MAIL COUPON NOW 
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B. C. Forbes & Sons Publishing Co., Inc. 10-1 
80 Fifth Avenue, New York 11, N. Y. 


Enclosed is $ Please send me the books checked 
below subject to your money-back-in-10-days guarantee, if 
not satisfied. (On N.Y.C. orders add 3% sales tax.) 


(C1 Successful Retirement.. $1.75 [ Public Relations Prob- 
0) Master Salesmen lems 
DO This Will Kill You.... C 101 Unusual Experiences $1.50 
(1) Review & Reflection... $1.98 C) 50 Business Leaders... $2.00 
0) Best Things in Life.... $1.98 
O ALL NINE BOOKS $15.90 (Originally $31.65) 


ae 
THIS OFFER GOOD ONLY UNTIL OCTOBER 31, 1954 
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Source of new industries 


The development of new industries based on 
chemistry is one of the interesting characteristics 
of our twentieth century. Many products of our 
farms, mines and forests—and even the elements 
in the air we breathe—are being transformed by 
chemical research and chemical processes into 
new products on which new industries are being 
built, older industries expanded. 

For example, chemicals produced from varied 
sources by American Cyanamid Company are 
responsible for advancements in such diverse 
products as plastics, detergents, metals, rubber, 
lubricants, textiles, surface coatings, dyes, pig- 
ments, fuels, insecticides, fertilizers, explosives, 
drugs and antibiotics, and others. 


Improvements over such a wide range indicate — 
the scope of Cyanamid research and the large © 
number of different industries which the Com- 7 


pany serves. 





AMERICAN Canamid COMPANY 


30 ROCKEFELLER PLAZA, NEW YORK 20,N. Y. 














